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SECURITIES EXCHANGE ACT or 134° TORY 
Release No. 10026/March 5, 1973 


NOTICE OF RECEIPT OF PLAN FILED PURSUANT TO RULE 
17a-15 UNDER THE SECURITIES EXCHANGE ACT OF 1934 


The staff of the Division of Market Regulation announced that on 
March 2, 1973 the New York, American, Midwest, PBW and Pa- 


cific Coast Stock Exchanges and the NASD filed a joint plan (the 


“Plan"’) with the Commission pursuant to Rule 17a-15 under the 
Securities Exchange Act of 1934, providing for reporting of prices 
and volume of completed transactions with respect to securities 
registered on exchanges. The Plan will be available for public in- 
spection in the Commission's public reference room, and all in- 
terested persons may submit written comments on the Plan. All 
comments should be directed to John M. Liftin, Associate Direc- 
tor, Division of Market Regulation, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washington, D.C. 20549, on or 
before March 23, 1973 and should refer to File No. $7-433. 


The staff also announced that the Commission will consider any 
comments received in connection with its review of the Plan and 
its determination whether, having due regard for the maintenance 
of fair and orderly markets, the public interest and the protection 
of investors, to declare the Plan effective and, if it does so, wheth- 
er to require any changes thereto or to impose any terms or con- 
ditions thereon. Before requiring any changes or imposing any 
terms or conditions, the Commission wil! afford the Plan's pro- 
ponents an opportunity to respond to such proposed changes, 
terms or conditions. Any such proposed changes, terms or condi- 
tions, and any response thereto by the Plan's proponents, will also 
be made publicly available 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10027/March 5, 1973 


Admin. Proc. File No. 3-3083 
In the Matter of 

PATTERSON, MATZKIN & CO. 
170 Route 35 


Red Bank, New Jersey 
(8-13652) 
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In the Matter of 


PATTERSON, MATZKIN & CO. 
170 Route 35 

Red Bank, New Jersey 
(8-13652) 


PATTERSON, MATZKIN & CO., INC. 

EDWIN M: MATZKIN 

GEORGE PECK 

FINDINGS AND ORDER IMPOSING REMEDIAL SANCTIONS 


In these proceedings pursuant to Sections 15(b) and 15A of the 
Securities Exchange Act of 1934 (‘Exchange Act"’), offers of set- 


tlement were submitted by Patterson, Matzkin & Co. (“registrant’’), 


a registered broker-dealer, Patterson, Matzkin & Co., Inc. (“PM 
Inc.""), and Edwin M. Matzkin, a general partner of registrant and 
president of PM Inc., and by George Peck, vice-president of PM 
Inc. Under the terms of the offers, registrant, PM Inc., and Matz- 
kin, solely for the purpose of these proceedings and any other 
proceedings pursuant to Sections 15(b), 15A and 19(a) (3) of the 
Exchange Act, and Peck consented, without admitting or denying 
the allegations contained in the order for proceedings, to certain 
findings of misconduct as alleged in that order and to the imposi- 
tion of specified sanctions. 


After due consideration of the offers of settlement and upon the 
recommendation of its staff, the Commission determined to ac- 
cept such offers. 


On the basis of the order for proceedings and the offers of settle- 
ment it is found that: 1 


1. Between March 1969 and May 6, 1970, registrant, willfully 
aided and abetted by Matzkin, willfully violated Section 15(b) of 
the Exchange Act and Rule 15b3-1 thereunder in that they failed 
promptly to file an amendment to registrant's application for 
broker-dealer registration reflecting that Matzkin had become a 
partner of registrant and that PM Inc. had succeeded to regis- 
trant’s business in July 1969. 


2. From about August 1, 1969 to May 6, 1970, registrant and PM 
Inc., willfully aided and abetted by Matzkin, willfully violated Sec- 
tion 15(a) of the Exchange Act in that PM Inc. conducted business 
as a broker-dealer without being registered in accordance with Sec- 
tion 15(b) of that Act. 


3. Between January and May 1970, PM Inc., willfully aided and 
abetted by Matzkin and Peck, willfully violated Section 15(c) (3) 
and Rule 15c3-1 in that PM Inc. effected transactions in securi- 
ties when its aggregate indebtedness exceeded 2,000 percentum of 
its net capital and it did not maintain net capital of at least 
$5,000, and, willfully aided and abetted by Matzkin, willfully vio- 
lated Section 17(a) of the Exchange Act and Rule 17a-3 there- 
under in that Matzkin made false entries in PM Inc.'s books and 
records to conceal such net capital deficiency. 


4. From about January 1 to May 6, 1970, PM Inc., Matzkin, and 
Peck willfully violated Section 17(a) of the Securities Act of 1933 
and Section 10(b) of the Exchange Act and Rule 10b-5 there- 
under in that, in the offer, sale and purchase of securities, they 
made materially false and misleading statements concerning PM 
Inc.'s lack of sufficient funds on deposit to cover checks when 
presented for payment and its inability to meet its obligations as 
they came due, and falsely represented that PM Inc. was a mem- 
ber of the National Stock Exchange. 


5. Registrant, PM Inc., and Matzkin variously failed to exercise 
reasonable supervision with a view to preventing the above viola- 
tions. 


6. Between January and April 1970, PM Inc., willfully aided and 
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6. Between January and April 1970, PM Inc., willfully aided and 
abetted by Matzkin and Peck, willfully violated Section 15(c) (2) 
of the Exchange Act and Rule 15c2-4 thereunder in that PM Inc., 
while participating in a distribution of the securities of Sea Jay, 
Inc. on a basis which contemplated that payment would not be 
made to the issuer until 50% of the offering was sold, failed to de 
posit the proceeds promptly in a separate bank account, as agent 
or trustee for the persons who had the beneficial interests therein, 
and, when 50% of the offering was not sold, failed to return the 
proceeds to the persons entitled thereto. 


The offers of settlement provide that registrant’s broker-dealer 
registration may be revoked, that Matzkin may be barred from 
association with a broker-dealer, investment company or invest- 
ment adviser, and that Peck may be suspended from any such 
association for 90 days with the condition that, after such period, 
he may not become so associated until he makes a proper show- 
ing to the Commission's staff that he will be adequately super- 
vised. In addition, the offer of registrant, PM Inc. and Matzkin 
contains an undertaking by each of them that PM Inc. or its suc- 
cessors or assigns will not directly or indirectly engage in the busi- 
ness of a broker-dealer nor seek registration with the Commission 
as a broker-dealer, investment company, or investment adviser. 


Under all the circumstances, it is appropriate in the public interest 
to impose the sanctions specified in the offers of settlement 


Accordingly, IT 1S ORDERED, effective on the first Monday after 
the date of this Order, that, subject to the above undertaking with 
respect to Patterson, Matzkin & Co., Inc., the broker-dealer regis- 
tration of Patterson, Matzkin & Co. be, and it hereby is, revoked, 
that Edwin M. Matzkin be, and he hereby is, barred from being 
associated with a broker-dealer, investment company or invest- 
ment adviser, and that George Peck be, and he hereby is, suspend- 
ed from such association for ninety days, following which, before 
becoming so associated, Peck must make a proper showing to the 
Commission's staff that he will be adequately supervised. 


For the Commission, by the Office of Opinions and Review, pur- 
suant to delegated authority. 


Ronald F. Hunt 
Secretary 


1 These findings are not binding on any other respondents named 
in these proceedings. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10028/March 5, 1973 


Admin. Proc. File No. 3-3261 
In the Matter of 


WALSTON & CO., INC. 
74 Wall Street 

New York, New York 
(8-4824) 


ABRAHAM FARBER 
THOMAS J. BRENNAN 


FINDINGS AND ORDER IMPOSING REMEDIAL SANCTIONS 


In these proceedings pursuant to Sections 15(b), 15A and 19(a) 
(3) of the Securities Exchange Act of 1934 (“Exchange Act’’), 
Walston & Co., Inc. (“registrant’’), a registered broker-dealer, 
Abraham Farber and Thomas J. Brennan, who were registered 
representatives in a branch office of registrant, submitted offers of 
settlement. Under the terms of the offers, respondents, solely for 
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the purpose of settlement of these proceedings and without admit- 
ting or denying the allegations of the order for proceedings, con- 
sented to findings of certain misconduct as alleged in the order for 
proceedings and to the imposition of specified sanctions. 1 


After due consideration of the offers of settlement and upon the 
recommendation of its staff, the Commission determined to accept 
the offers. On the basis of the order for proceedings and the offers 
of settlement, it is found that during the period September 1, 1968 
to June 30, 1969: 2 


1. Respondents willfully violated or willfully aided and abetted vio- 
lations of Section 17(a) of the Securities Act of 1933 and Section 
10(b) of the Exchange Act and Rule 10b-5 thereunder in that, in 
connection with the offer, purchase and sale of the common stock 
of Educational Sciences Programs, Inc. (‘‘ESP*’), they made materi- 
ally false and misleading statements concerning ESP’s financial con- 
dition and prospects for earnings and growth, a prospective rise in 
the price of ESP stock, private placements of the stock, its sound- 
ness as an investment, and the likelihood of its becoming listed on 
the American Stock Exchange. 


2. Registrant failed reasonably to supervise persons under its super- 
vision with a view to preventing the above violations. 


Registrant's offer of settlement provides that registrant may be cen- 
sured, and contains an undertaking to donate $15,000 to the Secu- 
rities Investor Protection Corporation or, if such donation is de- 
clined, to a charitable organization approved by the Commission. 
The offers of the other respondents provide that Farber may be sus- 
pended from association with any broker-dealer for three months 
and may thereafter become so associated in a non-supervisory ca- 
pacity subject to making an appropriate showing of adequate super- 
vision, and that Brennan may be suspended from such association 
for 60 days. 


Registrant represented that it would institute a policy with respect 
to the solicitation of orders designed to prevent recommendations 
of securities where the recommendations are without an adequate 
and reasonable basis or the securities are unsuitabie for the custom- 
er. Brennan represented that he relied on information about ESP 
stock provided him by fellow employees and sustained a substan- 
tial loss as a result of his own purchases of the stock. 


Under the circumstances, it is appropriate in the public interest to 
impose the remedial sanctions to which the respondents have con- 
sented. 


Accordingly, 1T 1S ORDERED that Walston & Co., Inc., subject to 
the undertakings provided above, be, and it hereby is, censured, and 
that Abraham Farber and Thomas J. Brennan be, and they hereby 
are, suspended, respectively, for periods of three months and 60 
days from being associated with any broker-dealer, provided with 
respect to Farber that, upon the expiration of his suspension, he 
may become associated with a broker-dealer in a non-supervisory 
capacity upon an appropriate showing of adequate supervision. The 
suspensions will commence at the opening of business on March 19, 
1973. 


For the Commission, by the Office of Opinions and Review, pur- 
suant to delegated authority. 


Ronald F. Hunt 
Secretary 


1 Registrant's offer of settlement stated that the findings con- 
sented to may be considered by the Commission in any subsequent 
administrative proceeding pursuant to Sections 15(b), 15A and 
19(a) (3) of the Exchange Act. The offers of Farber and Brennan 
were conditioned on their not being used by the Commission be- 
fore any other administrative body or in any Federal or State court 
Proceeding. 


2 The findings herein are not binding upon any other respondent 
named in these proceedings 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10029/March 6, 1973 


File No. 1-597 
In the Matter of 


THE JAEGER MACHINE COMPANY 
550 West Spring Street 
Columbus, Ohio 


FINDINGS, OPINION AND ORDER GRANTING APPLICATION 
TO STRIKE SECURITY FROM LISTING AND REGISTRATION 


STRIKING OF SECURITY FROM LISTING AND REGISTRA- 
TION 


Insufficient Publicly Held Shares 
Inadequate Market Value of Shares 
Inadequate Net Income 


Where issuer failed to meet guidelines of exchange for continued 
listing of stock with respect to number of publicly held shares, 
market value of such shares and of outstanding shares, and aver- 
age net income for preceding 3 years, and there was no substan 
tial basis for issuer’s claim of noncompliance by exchange with 
own and Commission rules with respect to its consideration and 
rejection of proposals presented by issuer in effort to retain list- 
ing by meeting original listing standards, application by exchange 
to delist security granted, and request for hearing denied. 


APPEARANCES 


Merle S. Wick, Vice-President, and Vincent W. Plaza, Associate Di- 
rector, Department of Stock List, for the New York Stock Exchange 


David A. Johnston, Jr., of George, Greek, King, McMahon & Mc- 
Connaughey, for The Jaeger Machine Company 


Sam Skurnick, a stockholder of The Jaeger Machine Company, pro 
se. 

The New York Stock Exchange filed an application, pursuant to 
Section 12(d) of the Securities Exchange Act of 1934 and Rule 
12d2-2 thereunder, to strike from listing and registration on the 
Exchange the $5 par value common stock of The Jaeger Machine 
Company. ' Trading in the stock was suspended by the Exchange 
effective April 3, 1972. Statements in opposition to the application 
were filed by Jaeger and by Sam Skurnick, a stockholder of Jaeger, 
and a response was submitted by the Exchange 


The delisting policies of the Exchange provide that, in furtherance 
of its aim to provide an auction market for securities of well-estab- 
lished companies in which there is a broad public interest and 
ownership, the Exchange will normally consider delisting securities 
of a company which falls below certain numerical and other guide- 
lines or criteria. The guidelines which led to such consideration here 
are (1) a company should have at least 600,000 publiclyineld shares, 
excluding concentrated holdings of 10% or more and shares held by 
officers, directors, or their immediate families; (2) the aggregate 
market value of publicly-held shares should be at least $5 million; 
and (3) the aggregate market value of all outstanding shares should 
be at least $8 million and the average net income after taxes for the 
past 3 years at least $600,000. 2 The application states that Jaeger 
had only about 583,142 publicly-held shares, that these had an ag- 
gregate market value of approximately $4.7 million, that the total 
market value of outstanding shares was only about $6.3 million, and 
that Jaeger’s average net income after taxes for the 3 fiscal years 
ended June 30, 1971 was about $145,371. 
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Jaeger admits that it did not meet the delisting guidelines in question 
It contends, however, that the Exchange failed to give appropriate 
consideration to certain proposals submitted by the company pur- 
suant to a provision of the Exchange's delisting guidelines. That pro- 
vision states that when a company falls below any of the numerical 
delisting criteria, the Exchange ‘may give consideration” to any 
definitive action the company would propose to take that would 
bring it in line with original listing standards. 3 Jaeger asserts in sub- 
stance that the Exchange's staff unreasonably thwarted Jaeger’s ef- 
forts to work out an appropriate solution, and that the decision of 
the Exchange's Board of Governors to seek the delisting of Jaeger 
stock was reached without the benefit of material facts concerning 
Jaeger’s efforts and the staff's positions. 


The record shows that Jaeger was advised by the Exchange in Jan- 
uary 1971 that it fell below the dual delisting guideline relating to 
market value of outstanding stock and net income. Jaeger then com- 
menced efforts designed to preserve its listed status which were 
initially directed towards a combination of Jaeger and Danmont 
Corporation, owner of about 25% of Jaeger’s outstanding stock, 
into a new corporation. In May 1971, following extensive discus- 
sions with the staff of the Exchange and approval of the proposed 
combination by the directors of the two companies, the staff agreed 
to the inclusion of certain statements in the joint proxy material to 
be submitted to shareholders. Those statements were that Jaeger 
and Danmont had proposed to the Exchange that the new stock to 
be issued by the combined company be listed, with listing of the 
Jaeger stock to be continued in the interim, and that the staff had 
indicated that, subject to review of the final proxy statement, it 
would be prepared to receive a listing application for consideration 
on its merits and would expect to be in a position to recommend its 
approval to the Board of Governors. Following distribution of the 
proxy statement, however, certain Jaeger shareholders brought suit 
to enjoin the shareholder meetings, alleging that the proxy state- 
ment was false and misleading. 4 On June 28, 1971, the Court 
issued a preliminary injunction against any vote on the proposed 
combination and, except for a period from July 1971, when the in 
junction was lifted because it appeared that a settlement had been 
reached, until its reinstatement in August 1971, the injunction re- 
mained in force until after the instant application was filed. 5 


On August 20, 1971, after the injunction had been reinstated and 
Jaeger was below the other two guidelines pertaining to the number 
and market value of publicly-held shares (as raised effective July 
1971), the Exchange staff advised Jaeger that it had decided to rec- 
ommend delisting to the Board of Governors. Jaeger then explored 
other avenues with the staff. First, it proposed that Jaeger make a 
one for two rights offering. Jaeger’s president, J. M. Conroy, char- 
acterized this proposal as a first step toward meeting original listing 
requirements which, through acquisition of other businesses and in- 
ternal development, would permit Jaeger to meet such require- 
ments within 3 years. According to Conroy, he was advised by a 
staff member of the Exchange that this proposal was not accept- 
able, principally because it did not include a viable program to meet 
original listing standards with respect to earnings in the near future. 
Another proposal, involving a merger of Jaeger and MSN Industries, 
Ltd., a subsidiary of Danmont, was then developed and presented 
to the Exchange staff on February 3, 1972. 6 Conroy characterized 
this proposal as ‘‘not a formal proposition” but rather in the nature 
of an inquiry whether the staff would consider Jaeger’s proposed 
merger with MSN, which had earnings in the range of $1.3 - 1.5 mil- 
lion, as a ‘‘significant first step’’ in a program which would enable 
Jaeger eventually to meet original listing standards. According to 
Conroy, a staff member informed him on the same day that the 
staff would recommend delisting to the Advisory Committee of the 
Board of Governors because, among other things, the proposal for 
the Jaeger-MSN merger was too tentative. 


Also on the same day, the Exchange staff, in a memorandum to the 
Advisory Committee which made no reference to the MSN merger 
proposal, recommended delisting of the Jaeger stock. It cited, among 
other things, Jaeger’s poor earnings in recent years, including a net 
loss of $365,000 for the year ended June 30, 1971, which brought 
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3-year average earnings down to $145,371. The memorandum stated 
that Jaeger was unable to offer a specific proposal that would bring 
it in line with original listing standards. It referred to the aborted 
proposal to combine Jaeger and Danmont, and stated that, based on 
a review of supplemental proxy material distributed after the injunc- 
tion was temporarily lifted and other information emerging from the 
litigation, the staff had concluded it would be inappropriate to list 
the shares to be issued in the proposed combination, although this 
was now academic in view of the subsequent reinstatement of the 
injunction; and that the proposed rights offering was not of the sub- 
stance contemplated by Exchange policy, since, even if successful, 
it would have brought Jaeger only above the delisting criteria but 
not up to original listing standards. 


Subsequently, a hearing was held before the Advisory Committee at 
which Jaeger and Skurnick made presentations, including a descrip- 
tion of the proposed Jaeger-MSN merger and its asserted signifi 
cance as a step toward compliance with original listing criteria 
Thereafter additional written presentations were made, including 
representations by Jaeger that a combination of Jaeger and Danmont 
could be effected on terms acceptable to the dissident stockholders 
who would cause the pending litigation to be terminated; that the 
combined companies would meet all but one of the original listing 
standards and that the remaining standard could be met through a 
relatively minor acquisition; and that only a few months were need 
ed to implement the plan. However, on March 21, 1972, the Ad- 
visory Committee recommended to the Board of Governors that 
trading in Jaeger stock be suspended and that a delisting application 
be filed, and the Board accepted this recommendation 


Under the circumstances described above, we consider there is no 
substantial basis for Jaeger’s claim of non-compliance by the Ex- 
change with its own rules nor do we consider that it would serve a 
useful purpose to order a hearing, as requested by Jaeger, for further 
exploration of that claim. We are in accord with Jaeger’s argument 
that the provision of the delisting guidelines with respect to a com- 
pany’s proposals to bring itself in line with original listing standards 
must be administered fairly, but we find no unfairness here. It was 
the action of dissident shareholders in blocking implementation of 
the proposed Jaeger-Danmont combination, and not the action of 
the Exchange, which prevented that combination from coming to 
fruition on terms at least tentatively acceptable to the Exchange 
staff. The alternative proposals for a rights offering and then for a 
merger with MSN, which Jaeger’s president conceded would be only 
a ‘‘first step’’ toward compliance with original listing standards, 
would have 'eft Jaeger far short of those standards and offered at 
best long-range programs for reaching them. / Nor can we quarrel 
with the Exchange's refusal to grant Jaeger’s last-minute request for 
a further delay of several months to permit resurrection of its initial 
proposal for a Jaeger-Danmont combination, albeit on different 
terms. Under the circumstances, including the substantial time 
elapsed since Jaeger first fell below the delisting standards and con- 
sideration was first given to delisting, and the substantial net loss 
sustained by Jaeger in its 1971 fiscal year, Jaeger’s characterization 
of such refusal as an arbitrary reversal of the earlier staff position 
regarding such a combination is wholly unwarranted. 


Jaeger also complains that the staff memorandum to the Advisory 
Committee, on which it asserts that Committee relied in making its 
own recommendation to the Board of Governors, was misleading 
and incomplete, particularly in its description of the Jaeger proposals 
and the bases for their rejection by the staff. However, with an ex- 
ception noted below, the memorandum was substantially accurate 

in its discussion of the proposed Jaeger-Danmont combination and 
the proposed rights offering. The omission of any reference to the 
proposed Jaeger-MSN merger may be attributable to the fact that it 
was not presented to the staff until the day on which the memo- 
randum was submitted. While there were certain inaccuracies in 
the memorandum pertaining to the status of the shareholder litigatic 
and the finality of the Court’s order, ° Jaeger itself did not at that 
time regard the original Jaeger-Danmont combination as a viable pro 
posal in view of that litigation. Moreover, as noted, Jaeger subsequent 
ly appeared at the hearing before the Advisory Committee, at which 
it made an extensive presentation and described the proposed merge’ 
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with MSN. Further meetings were held between Jaeger and the Ex- 
change staff and further written submissions were made by Jaeger 
which the Exchange states were considered by its Advisory Com- 
mittee. Under the circumstances, we find no substance in Jaeger’s 
argument that it was not accorded a full and fair hearing 


We also reject Jaeger’s contention that the Exchange's application 
was deficient under our rules because it failed to set forth the nature 
and history of the various proposals advanced by the company and 
the details of its negotiations with the Exchange's staff. Jaeger points 
to subsections (e) (iii) and (iv) of our Rule 12d2-2 which require 

that a delisting application set forth ‘‘all material facts reiating to 

the reasons” for filing the application and the steps taken by the ap- 
plicant to comply with exchange rules governing delisting. We think 
the Exchange complied with the rule by citing the respects in which 
Jaeger failed to meet delisting guidelines and noting the major pro- 
cedural steps leading to the filing of the application. In any event, 
the facts which Jaeger asserts should have been recited are spread 
fully on the record before us. 


We find no merit in Jaeger’s further argument that the Exchange 
unfairly relied on Jaeger’s failure to meet the delisting standards 
pertaining to the number and market value of publicly-held shares 
since Jaeger was at all times prepared to correct the ‘‘slight’’ de- 
ficiency in the number of shares through a stock dividend, and the 
threat of delisting “undoubtedly” depressed the market price by at 
least the extent of the deficiency under the market value standard. 
At the time those deficiencies came into being, Jaeger was already 
required to bring itself in line with original listing standards by rea 
son of its having fallen below the dual delisting standard relating to 
the market value of outstanding shares and 3-year average net in- 
come. Thus, the facts that Jaeger could have increased the number 
of publicly-held shares above the delisting guideline and that the 
threat of delisting may have depressed the market price of its stock 
to some extent are immaterial. 1° 


Skurnick additionally contends that the Exchange's action here was 
discriminatory because it has assertedly not taken similar action 
against certain other companies which have also fallen below de- 
listing standards, and that the delisting guidelines based on market 
value are unfair and injurious to investors because, among other 
things, market value assertedly reflects general market conditions 
rather than a company’s basic financial condition. He urges that we 
withhold approval of the Exchange's application pending a review 
of the guidelines relating to market value and the fairness of the re- 
quirement that companies which fall below delisting standards must 
bring themselves into conformance with original listing standards 


The Exchange has denied that its action against Jaeger was discrim- 
natory, but, in any event, the fact that the Exchange may not yet 
have taken action against other companies which have fallen beiow 
standards for continued listing is not a basis for denying its applica- 
tion here. 11 And we find no basis for acceding to the request that 
we withhold approval of the application pending a review of the 
designated guidelines. In our view, no showing has been made that 
the market value guidelines, which do reflect a generally accepted 
measure of an issuer's substantiality, 12 and the requirement for 
meeting Original listing standards once the permissible deviation 
from such standards has been exceeded, are inappropriate 13 


We recognize, of course, that delisting may have adverse effects on 
present investors. Its primary purpose, however, is the protection of 
future investors who rely on the fact of listing as an indication that 
the securities meet the qualifications which such listing suggests 14 
If and when Jaeger is in a position to comply with the Exchange's 
then current standards for original listing, it may of course apply for 
anew listing. We conclude that it is appropriate to grant the Ex 
change’s application 


Accordingly, 1T 1S ORDERED that the application of the New 
York Stock Exchange to strike from listing and registration the $5 
par value common stock of The Jaeger Machine Company be, and 
it hereby is, granted. 





By the Commission (Commissioners OWENS, HERLONG and 
LOOMIS). (Chairman COOK and Commissioner EVANS not par 
ticipating). 


Ronald F. Hunt 
Secretary 


1 Section 12(d) of the Act and Rule 12d2-2(c) provide in perti 
nent part that, upon application by a national securities exchange, 
a security registered with such exchange may be stricken from list 
ing and registration in accordance with the rules of the exchange 
and upon such terms as we may deem necessary to impose for the 
protection of investors. The Rule also provides that we may order a 
hearing to determine whether the application has been made in ac 
cordance with such rules or what terms should be imposed 


2 New York Stock Exchange Guide, Para. 2499, Rule 499 


3 Rule 499.10. The Rule further provides that ‘changes that a 
company might consider or make that would bring it above the de- 
listing criteria but not in line with original listing standards would 
normally not be adequate reason to warrant continued listing.” 


4 Karl Jaeger, et al. v. Danmont Corporation, et al., Civil Action 
No. 71-168 (S. D. Ohio) 


5 Jaeger and Danmont appealed from the Court's order of August 
19, 1971 reinstating the injunction. On May 19, 1972 the District 
Court vacated the injunction conditional on a remand by the Court 
of Appeals. On June 20, 1972, that Court remanded the case to the 
District Court 


6 Jaeger states that the opponents of the Jaeger-Danmont com 
bination indicated agreement with this plan 


7 Since in our view the Exchange clearly did not abuse its discre 
tion by in effect rejecting Jaeger’s MNS merger proposal, we do not 
reach Jaeger’s further assertion that the Exchange staff, in recom 
mending delisting notwithstanding that proposal (which if consum 
mated would result in Danmont holding about 50% of the stock of 
the surviving company), improperly relied in part upon an unpub 
lished Exchange guideline not to list the stock of a corporation more 
than 30% owned by another corporation 


8 The memorandum incorrectly characterized the preliminary in 
junction as a “‘final court determination” from which Jaeger did 
not plan to appeal 


9 See /ntercontinental Industries, Inc. v. American Stock Exchange, 
452 F. 2d 935 (C.A. 5, 1971) 


10 Cf. Western Maryland Railway Company, Securities E xchange 
Act Release No. 9816 (October 16, 1972) 


11 See F. L. Jacobs Co., Securities Exchange Act Release No 
8314, p. 4, n. 9 (May 10, 1968) 


12 Skurnick concedes that market value averaged over a period of 
time may be considered as reflecting the value assigned to a busi 
ness by prudent investors 


13 We also see no basis here for granting Jaeger’s request that we 
institute proceedings under Section 19(b) of the Act with a view to 
requiring the Exchange to apply “only fair published rules”’ in a 
non-discriminatory manner and to adopt proper rules for “full and 
fair’’ hearings. And we reject its contention that the Exchange's con 
duct in the instant matter violated antitrust laws. See American 
Electronics, Inc., Securities Exchange Act Release No. 8244, pp. 3-4, 
(January 25, 1968) 
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14 See Langley Corporation, Securities Exchange Act Release No. 
9729, p. 3 (August 16, 1972), and cases there cited. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10030/March 5, 1973 


The Securities and Exchange Commission today ordered the tem- 
porary suspension of trading in the securities of Proof Lock Inter- 
national Corp. (‘‘Proof Lock’’) of New York, New York, for a ten- 
day period beginning at 10:00 a.m. (EST) on March 5, 1973 and 
through March 14, 1973. 


The trading suspension was ordered because of questions which 
have arisen in connection with trading in Proof Lock stock and the 
unavailability of adequate and accurate information concerning 
Proof Lock. The management of Proof Lock has indicated that 
under the circumstances it believes a trading suspension is appro- 
priate and that it will cooperate fully in the Commission investiga- 
tion. The management of Proof Lock has also informed the Com- 
mission that the company is in the process of preparing a release 
to its shareholders describing the company’s present financial con- 
dition. 


The Commission cautions broker-dealers, shareholders and prospec- 
tive purchasers that, in any trading of Proof Lock common stock 
after the trading ban expires, they should consider carefully the 
foregoing information along with all other currently available in- 


formation and any information subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the fact that 
pursuant to Rule 15c2-11 under the Exchange Act, no quotations 
may be entered unless and until all of the provisions of said rule 
are strictly complied with. If any broker or dealer has any questions 
as to whether or not such rule has been complied with, he should 
not enter any quotation but should immediately contact the staff 
of the Securities and Exchange Commission, Division of Enforce- 
ment in Washington, D.C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until such time as 
he has familiarized himself with said rule and is certain that all of 
its provisions have been met. If any broker or dealer enters any 
quotation which is in violation of said rule, the Commission 4" 
consider the need for prompt enforcement action 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10031/March 5, 1973 


The Securities and Exchange Commission (‘‘Commission”’) an- 
nounced that it has ordered the temporary suspension of trading in 
the common stock, warrants and units of Beneficial Laboratories, 
Inc. (“‘Beneficial’’) of 3659 Sally Lane, Oceanside, New York and 
57-37 Main Street, Flushing, New York for a ten-day period begin- 
ning at 10:00 a.m. (EST) on March 5, 1973 and terminating at mid- 
night on March 14, 1973 


The Commission ordered the suspension of trading because of ques 
tions that have arisen with respect to the manner in which the Reg 
A offering of Beneficial Securities was offered and sold and ques- 
tions raised with respect to the aftermarket trading in Beneficial 
shares and because of the lack of adequate information available 
concerning Beneficial. 


The Commission cautions broker-dealers, shareholders and prospec- 
tive purchasers that, in any trading of Beneficial common stock 
after the trading ban expires, they should consider carefully the 
foregoing information along with all other currently available infor- 
mation and any information subsequently issued by the company 
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Furthermore, brokers and dealers should be alert to the fact that 
pursuant to Rule 15c2-11 under the Exchange Act, no quotations 
may be entered unless and until all of the provisions of said rule 
are strictly complied with. If any broker or dealer has any ques- 
tions as to whether or not such rule has been complied with, he 
should not enter any quotation but should immediately contact 
the staff of the Securities and Exchange Commission, Division of 
Enforcement in Washington, D.C. If any broker or dealer is uncer 
tain as to what is required by Rule 15c2-11, he should refrain 
from entering quotations relating to the securities in question un 
til such time as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any broker or 
dealer enters any quotation which is in violation of said rule, the 
Commission will consider the need for prompt enforcement action 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10032/March 5, 1973 


The Securities and Exchange Commission today ordered the tem- 
porary suspension of over-the-counter trading in the securities of 
Indecon Inc. (“‘Indecon’’), 300 South Wacker Drive, Chicago, 
Illinois 


The suspension is to be effective for one ten-day period beginning 
at 10:00 a.m. (EST) on March 5, 1973 and terminating at mid- 
night on March 14, 1973. 


The Commission ordered the suspension of trading in Indecon 
securities because of questions which have arisen, relating to the 
method of distribution of a registered offering of Indecon stock, 
and certain aftermarket activity in Indecon stock and because of 
the unavailability of adequate and accurate current information 
concerning the financial condition and business operations of 
Indecon 


Indecon has recently filed with the Commission its 10-K annual 
report for the fiscal year ended July 31, 1972. In that report, 
Indecon's independent auditor stated that it was unable to ex- 
press an opinion on the fairness of Indecon’s financial statements 
because of material uncertainties regarding transactions and events 
involving certain of its officers, a subsidiary, and P&H Associates, 
its underwriter. In this regard, the auditor's letter states that it 
was unable to identify the contingent liabilities to which Indecon 
may be subject under applicable law, including the Federal Securi 
ties Laws 


The Commission cautions broker-dealers, shareholders and pro- 
spective purchasers that, in any trading of Indecon after the trad- 
ing ban expires, they should consider carefully the foregoing in- 
formation along with all other currently available information and 
any information subsequently issued by the companies 


Furthermore, brokers and dealers should be alert to the fact that 
pursuant to Rule 15c2-11 under the Exchange Act, no quotation 
may be entered, trades consummated or orders solicited unless 
and until they have strictly complied with all of the provisions of 
said rule. If any broker or dealer has any question as to whether 
or not he has complied with said rule, he should not enter any 
quotation or engage in any transaction, but immediately contact 
the staff of the Securities and Exchange Commission, Division of 
Enforcement in Washington, D.C. If any broker or dealer is un- 
certain as to what is required by Rule 15c2-11, he should refrain 
from entering quotations or engaging in other activity relating to 
the securities in question until such time as he has familiarized 
himself with said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quotation or en- 
gages in any transaction which is in violation of said rule the 
Commission will consider the need for prompt enforcement action 
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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10033/March 7, 1973 


Admin. Proc. File No. 3-3756 

In the Matter of the Application of 

ROBERT E. MEYERS & CO. 

1035 Lincoln Bank Tower 

Fort Wayne, Indiana 

For Review of Disciplinary Action Taken By the 


NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC. 


FINDINGS, OPINION AND ORDER DISMISSING REVIEW 
PROCEEDINGS 


REGISTERED SECURITIES ASSOCIATION 
DISCIPLINARY PROCEEDINGS 


- REVIEW OF 


Violation of Rules of Fair Practice 


Failure to Comply with Free-riding and Withholding 
Interpretation 


In proceedings for review of action of registered securities 
association imposing fine and censure on member, association's 
finding that member failed to comply in four instances with 


association's interpretation with respect to free-riding and with- 


holding sustained, and review proceedings dismissed. 
APPEARANCES: 


Robert E. Meyers, sole proprietor of Robert E. Meyers & Co., 
pro se. 


Lloyd J. Derrickson and Andrew McR. Barnes, for the National 
Association of Securities Dealers, Inc. 


Robert E. Meyers, sole proprietor of Robert E. Meyers & Co., a 
member of the National Association of Securities Dealers, Inc. 
(“NASD”), filed an application, pursuant to Section 15A(g) of 
the Securities Exchange Act of 1934, for review of disciplinary 
action taken by the NASD. The NASD found that applicant vio- 
lated its interpretation with respect to free-riding and withhold- 
ing 1 and thereby Section 1 of Article II! of its Rules of Fair 
Practice. 2 It fined applicant $3,500, censured him and assessed 
costs. Applicant filed a statement in support of his application 
and the NASD filed a brief in reply. Our findings are based upon 
a review of the record made before the NASD. 


The NASD's free-riding and withholding interpretation provides 

in pertinent part that a member participating in a public securi- 
ties offering violates Section 1 of Article Ill unless it makes ‘’a 
bona fide public distribution at the public offering price of securi- 
ties... which immediately trade at a premium in the secondary 
market.’’ A member may not continue to hold such securities in 
any of its accounts unless it caa show, among other things, that 
the total amount of securities withheld “‘is insubstantial and not 
disproportionate in amount as compared to sales to members of 
the public.” 


During the period July 1968 to March 1969, applicant partici- 
pated in four separate public offerings of securities which ad- 
vanced to an immediate premium in the aftermarkets. In the first 
three offerings, those of Permaneer Corporation, Genovese Drug 
Stores, Inc. and Mobile Home Industries, Inc., applicant retained 
his entire allotments of 100, 100, and 200 shares, respectively, in 
his investment account. In the case of the fourth offering, that 

of Hospital Corporation of America, applicant sold to customers 
150 of the 200 shares he was allotted, and retained the remaining 
50 shares in his investment account. 





Applicant argues that he did not violate the NASD’s interpreta 
tion. He asserts that he did not withhold any stock from his 
clients since they are “‘older and conservative’ and not interested 
in new issues; that he did not reap immediate resale profits but 
held three of the securities in question for varying periods of time 
before selling them, and still holds one; and that his activities did 
not contribute significantly to making the four offerings “hot 


issues." 


We reject these contentions. The underlying objective of the 
NASD's interpretation is to assure that its members make a bona 
fide public offering at the offering price and do not take unfair 
advantage of their inside position to the detriment of investors 
Participation in a distribution by a dealer who does not intend to 
sell to the investing public at the public offering price is patently 
inconsistent with that objective 4 if applicant considered that his 
clients would not purchase the securities in question, he should 
have refused to participate in the various offerings so that his 
allotments could have been distributed to the public by another 
dealer. In fact, applicant made no effort to sell to public investors 
his shares of the Permaneer, Genovese and Mobile Home offerings, 
and one customer who inquired about the Genovese issue was told 
that applicant could not obtain any shares. Applicant sold 150 
shares of the Hospital Corporation issue to customers only after 
the NASD had questioned his activities in connection with the 
first three offerings, but nevertheless retained for himself a sub- 
stantial and disproportionate share of his allotment of that issue 
as Compared to sales to the public. The fact that applicant de- 
layed taking his profit on the stock he improperly withheld is 
immaterial, and applicant's conduct cannot be excused as de 
minimus. 


We conclude that applicant violated Section 1 of Article II! and 
that his conduct was inconsistent with just and equitable princi- 
ples of trade. 


Applicant urges that the fine imposed on him is too severe. He 
asserts, among other things, that he lacked experience in handling 
new issues, that the fine will cause him difficulty in complying 
with net capital requirements, and that he has been registered as 
a broker-dealer since 1958 and this is the first complaint filed 
against him by the NASD 


We are unable to find that the sanction imposed on applicant is 
excessive or oppressive, having due regard to the public interest. 

In this connection we note that, after considering applicant's argu 
ments with respect to the severity of the sanction, the NASD’s 
Board of Governors reduced the fine imposed by the District Com- 
mittee from $7,000 to $3,500, an amount less than the profit ap- 
plicant could have realized by selling the securities he withheld on 
the first day of their respective public distributions. In fact, appli- 
cant testified at the Board hearing that he made a total profit of 
$2,145 from his sales of three of the four securities in question, 
and that, on the basis of then current market price, he could 
realize a profit of about $2,600 on the 200 shares of Mobile Home 
stock which he still held. Thus, applicant can scarcely claim that 
the fine assessed is disproportionate to the profit from his im- 
proper activities. In addition, applicant's claim of inexperience 
lacks appeal. The free-riding and withholding interpretation and 
the concern which it reflects as to practices that contribute to 
artificial increases in securities prices by restricting the supply 
available for distribution to the public have been the subject of re- 
peated emphasis by the NASD and by us. 5 


Accordingly, 1T |S ORDERED that the proceedings for review be, 
and they hereby are, DISMISSED 


By the Commission (Commissioners OWENS, HERLONG and 
LOOMIS), Chairman COOK and Commissioner EVANS not par- 
ticipating. 


Ronald F. Hunt 
Secretary 
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1 NASD Manual Para. 2151, pp. 2039-2045. 


2 Section 1 of Article III requires the observance of high stand- 
ards of commercial honor and just and equitable principles of 
trade. 





3 First California Company, 40 S.E.C. 768, 771 (1961). 


4 L. H. Rothchild & Co., Inc., 41, S.E.C. 729, 731 (1963). 

5 See Don D. Anderson & Co., Inc., Securities Exchange Act 
Release No. 8477, p. 4 (December 26, 1968) and authorities there 
cited. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10034/March 7, 1973 


Admin. Proc. File No. 3-3522 
In the Matter of 


FRONTIER SECURITIES, INC. 
4110 Hillsboro Road 

Nashville, Tennessee 

(8-16469) 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these proceedings pursuant to Sections 15(b) and 15A of the 
Securities Exchange Act of 1934 (‘Exchange Act’’), Frontier 
Securities, Inc. (‘‘registrant’’), a registered broker-dealer which has 
changed its name to Frontier Commodities, !nc., consented to 
findings of willful violations of the Exchange Act as alleged in the 
order for proceedings, without admitting or denying such allega- 
tions, and to the imposition of specified sanctions. 1 


On the basis of the order for proceedings and the consent, it is 
found that registrant willfully violated the following sections of 
the Exchange Act and Rules thereunder: 2 


1. Section 15(c) (3) and Rules 15c3-1 and 15c3-2 in that from 
about June 30 to August 31, and October 31 to November 4, 
1971, registrant attempted to induce and effected transactions in 
securities when its aggregate indebtedness exceeded 2,000 per cent 
of its net capital and it did not maintain net capital of at least 
$5,000, and from about June 30, 1971 to February 4, 1972, 
used funds arising out of free credit balances carried for accounts 
of customers, but failed to give them the required written state- 
ments that such funds were not segregated and might be used in 
the operation of registrant's business and were payable to them 
on demand. 


2. Section 17(a) and Rules 17a-3 and 17a-11 in that from about 
July 15 to November 5, 1971, registrant failed to make accurate- 
ly and keep current certain books and records, and from about 
October 31, 1971 to February 4, 1972, failed to give the Com- 
mission telegraphic notice that its net capital was less than re- 
quired and that its bocks and records were not being kept cur- 
rent and failed to file the required reports of its financial condi- 
tion and a report as to the steps taken to keep the books and 
records current. 


3. Section 7(c) (1) and Regulation T promulgated thereunder by 
the Board of Governors of the Federal Reserve System in that 
from about May 4 to July 7, 1971, registrant failed promptly to 
cancel or otherwise liquidate the transactions of customers who 
purchased securities in special cash accounts and did not make 
full payment for the securities within seven business days or prior 
to the sales of the securities. 
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Registrant consented to revocation of its broker-dealer registration 
and to expulsion from membership in the National Association of 
Securities Dealers, Inc. Registrant represented that it has termin- 
ated its business as a broker-dealer and will not in the future en- 
gage in such business 





In view of the foregoing, it is in the public interest to impose the 
sanctions to which registrant has consented. 


Accordingly, 1T 1S ORDERED that the registration as a broker- 
dealer of Frontier Securities, Inc. (now Frontier Commodities, 
Inc.) be, and it hereby is, revoked, and that such registrant be, 
und it hereby is, expelled from membership in the National 
Association of Securities Dealers, Inc. 


For the Commission, by the Office of Opinions and Review, pur- 
suant to delegated authority. 


Ronald F. Hunt 
Secretary 


1 Registrant's consent was solely for the purpose of these pro- 
ceedings or any future proceedings pursuant to Sections 15(b), 
15A or 19(a) (3) of the Exchange Act or Section 203(e) of the 
Investment Advisers Act of 1940. 


2 These findings are not binding on any other respondents 
named in these proceedings. 





HOLDING COMPANY ACT 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17898/March 5, 1973 


Admin. Proc. File No. 3-4153 
In the Matter of 

MIDDLE SOUTH UTILITIES, INC. 
(70-5304) 


ORDER AUTHORIZING ISSUANCE AND SALE OF COMMON 
STOCK BY HOLDING COMPANY AT COMPETITIVE BIDDING 


Middle South Utilities, Inc. (‘Middle South"’), a registered holding 
company, has filed @ declaration and amendments thereto with 
this Commission pursuant to Sections 6(a) and 7 of the Public 
Utility Holding Company Act of 1935 (‘‘Act’’) and Rule 50 pro- 
mulgated thereunder regarding the following proposed transaction 


Middle South proposes to issue and sell, pursuant to the competi- 
tive bidding requirements of Rule 50 promulgated under the Act, 
4,000,000 authorized but unissued $5 par value shares of its com- 
mon stock (as increased from the original proposal to sell 
3,500,000 shares) to underwriters or investment bankers who will 
agree to promptly make a public offering thereof. The net pro- 
ceeds to be derived from the sale of the common stock will be 
applied to the repayment of Middle South’s bank loans due April 
23, 1973 in the amount of $90,000,000. Any balance of the pro- 
ceeds will be added to Middle South's treasury and used for other 
corporate purposes. 


No State commission and no Federal commission, other than this 
Commission, has jurisdiction over the proposed transaction. 
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Due notice of the filing of said declaration has been given in the 
manner prescribed in Rule 23 promulgated under the Act (Hold- 
ing Company Act Release No. 17878), and no hearing has been 
requested of or ordered by the Commission. Upon the basis of 
the facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied and 
that no adverse findings are necessary; and that it is appropriate 
in the public interest and in the interest of investors and con- 
sumers that said declaration, as amended, be permitted to become 
effective: 


iT iS ORDERED, pursuant to the applicable provisions of the 

Act and rules thereunder, that said declaration, as amended, be, 
and it hereby is, permitted to become effective forthwith, sub- 

ject to the terms and conditions prescribed in Rules 24 and 50 
promulgated under the Act. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17899/March 5, 1973 


Admin. Proc. File No. 3-4174 
In the Matter of 


METROPOLITAN EDISON COMPANY 
2800 Pottsville Pike 

Muhlenberg Township 

Berks County, Pennsylvania 19605 
(70-5313) 


NOTICE OF PROPOSED ISSUE AND SALE OF 250,000 
SHARES OF CUMULATIVE PREFERRED STOCK AT COM- 
PETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Metropolitan Edison Company 
(“Met-Ed’’), an electric utility subsidiary company of General 
Public Utilities Corporation (‘"GPU”’), a registered holding com- 
pany, has filed an application with this Commission pursuant to 
the Public Utility Holding Company Act of 1935.(‘’Act’’), desig- 
nating Section 6(b) of the Act and Rule 50 promulgated there- 


under as applicable to the proposed transaction. All interested per- 


sons are referred to the application, which is summarized below, 
for a complete statement of the proposed transaction. 


Met-Ed proposes to issue and sell, subject to the competitive bid- 
ding requirements of Rule 50 under the Act, 250,000 shares of 
its Cumulative Preferred Stock, __% Series |, par value $100 per 
share. The dividend rate of the preferred stock (which will be a 
multiple of 1/25 of 1%) and the price to be paid to Met-Ed 
(which will be not less than $100 nor more than $102.75 per 
share) will be determined by competitive bidding. The terms of 
the preferred stock include a prohibition against refunding the 
preferred stock prior to April 1, 1978, directly or indirectly, with 
funds derived from the issue of debt securities at a lower effec- 
tive interest cost or preferred stock at a lower effective dividend 
cost. Met-Ed is unable to issue additional first mortgage bonds at 
this time due to restrictions in its mortgage indenture. 


The proceeds from the proposed sale of the preferred stock will 
be used to pay a portion of Met-Ed’s short-term bank borrow- 
ings, which were incurred for construction purposes and which 
are expected to aggregate approximately $41,400,000 at the time 
of the proposed sale. Met-Ed’s 1973 construction program is esti- 
mated at $150,900,000. Met-Ed plans to finance its 1973 construc- 





tion program by the sale of preferred stock and bonds, funds 
provided from operations, and cash contributions by GPU. 


The fees and expenses to be incurred in connection with the pro- 
posed transaction will be filed by amendment. The application 
states that the issue and sale of the preferred stock is subject to 
the jurisdiction of the Pennsylvania Public Utility Commission, 
the State commission of the State in which Met-Ed is organized 
and doing business, and no Federal Commission, other than this 
Commission, has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person may, 
not later than March 29, 1973, request in writing that a hearing 
be held on such matter, stating the nature of his interest, the rea- 
sons for such request, and the issues of fact or law raised by said 
application which he desires to controvert; or he may request that 
he be notified if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securities and 

E change Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the point of 
mailing) upon the applicant at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney at law, by cer- 
tificate) should be filed with the request. At any time after said 
date, the application, as filed or as it may be amended, may be 
granted as provided in Rule 23 of the General Rules and Regula- 
tions promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem appropriate 
Persons who request a hearing or advice as to whether a hearing 
is ordered will receive notice of further developments in this mat- 
ter, including the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority 


Ronald F. Hunt 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17900/March 7, 1973 


Admin. Proc. File No. 3-4128 
In the Matter of 


AMERICAN NATURAL GAS COMPANY 
30 Rockefeller Plaza, Suite 4950 
New York, New York 10020 


(70-5295) 


ORDER AUTHORIZING AMENDMENT OF CERTIFICATE OF 
INCORPORATION TO INCREASE AUTHORIZED SHARES OF 
COMMON STOCK AND SOLICITATION OF PROXIES IN CON- 
NECTION THEREWITH 


American Natural Gas Company (‘‘American Natural’’), a regis- 
tered holding company, has filed a declaration and an amendment 
thereto with this Commission pursuant to Section 12(e) of the 
Public Utility Holding Company Act of 1935 (‘‘Act’’) and Rule 
62 promulgated thereunder regarding the following proposed trans- 
actions 


-American Natural proposes to submit to its stockholders, at its 
annual meeting to be held April 25, 1973, a proposal to amend 
its Certificate of Incorporation to increase from 19,000,000 to 
24,000,000 the aggregate number of authorized shares of com- 
mon stock, par value $10.00 per share. It is stated that the ad- 
ditional shares of authorized stock, the issuance and sale of which 
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from time to time are to be the subject of future filings with this 
Commission, are necessary to provide the cash required for the 
common stock equity component of the capital requirements of 
the American Natural holding company system. The proposed 
amendment will require the affirmative vote of the holders of a 
majority of American Natural’s common stock, of which 
18,432,532 shares are presently issued and outstanding. American 
Natural intends to solicit proxies by mail, in person, or by tele- 
phone by not more than three of its officers. 


No State or Federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


Due notice of the filing of said declaration has been given in the 
manner prescribed in Rule 23 promulgated under the Act (Hold- 
ing Company Act Release No. 17873), and no hearing has been 
requested of or ordered by the Commission. Upon the basis of 
the facts in the record, it is hereby found that the applicable 
standards of the Act and rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and consumers that 
said declaration, as amended, be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said declaration, as amended, be, 
and it hereby is, permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17901/March 6, 1973 


Admin. Proc. File No. 3-4132 


In the Matter of 


PENNSYLVANIA POWER COMPANY 
New Castle, Pennsyivania 
(70-5297) 


ORDER AUTHORIZING ISSUANCE AND SALE OF NOTES TO 
BANKS AND GUARANTEE OF NOTES OF NON- 
AFFILIATED COMPANY 


Pennsylvania Power Company (‘Pennsylvania Power’), an electric 
utility subsidiary company of Ohio Edison Company, a registered 
holding company, has filed an application with this Commission 
pursuant to Section 6(b) of the Public Utility Holding Company 
Act of 1935 (“Act’’) regarding the following proposed trans- 
actions. 


Pennsylvania Power proposes that for the balance of 1973 the ag- 
gregate amount of short-term notes within the meaning of Sec- 
tion 6(b) of the Act which the company may issue, renew, or 
guarantee, without prior approval of the Commission, be increased 
from 5% to 10% of the principal amount and par value of the 
other securities of the company then outstanding. It is stated that 
expenditures required in connection with Pennsylvania Power's 
construction program and other purposes will require short-term 
bank borrowings up to approximately $5,500,000 (or more if 
projected financings are delayed). The lending banks and the par- 
ticipation of each are as follows 


10/SEC DOCKET 








First National Bank of Lawrence County, 


New Castle, Pa. $ 600,000 
Peoples Bank of Western Pennsylvania, New 

Castle, Pa. 200,000 
McDowell National Bank, Sharon, Pa. 500,000 
Merchants and Manufacturers National Bank, 

Sharon, Pa. 250,000 
First Seneca Bank and Trust Company, Oil City, Pa. 1,200,000 
Northwest Pennsylvania Bank and Trust Co., 

Oil City, Pa. 400,000 
First National Bank of Mercer County, 

Greenville, Pa. 300,000 
First National City Bank, New York, N.Y. 1,300,000 
Mellon Bank, N.A., Pittsburg, Pa. 750,000 

Total $5,500,000 


The interest rate on the notes will be the prime rate of the First 
National Bank of Lawrence County. It is stated that Pennsylvania 
Power is not required to maintain compensating balances with any 
of these participating banks. However, it has been keeping work- 
ing balances at each of these banks and if such amounts were 
maintained with the participating banks as compensating balances 
during 1973, the effective interest cost of the company of bor- 
rowings under the line of credit would be 6.76%, assuming a 
prime rate of 6%. 


Pennsylvania Power also proposes to guarantee up to $7,524,335 
of short-term borrowings of Quarto Mining Company to finance 
the continuing development of an existing coal mine and other 
new mines from which Pennsylvania Power and certain other com- 
panies are supplied coal for their jointly-owned generating sta- 
tions. It is expected that these short-term borrowings will expire 
on October 31, 1973. 


No State commission or Federal commission, other than this Com- 
mission, has jurisdiction over the proposed transactions. 


Due notice of the filing of said application has been given in the 
manner prescribed in Rule 23 promulgated under the Act (Hold- 
ing Company Act Release No. 17879), and no hearing has been 
requested of or ordered by the Commission. Upon the basis of 
the facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied and 
that no adverse findings are necessary; and that it is appropriate 
in the public interest and in the interest of investors and con- 
sumers that said application be granted: 


IT 1S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application be, and it hereby 
is, granted, effective forthwith, subject to the terms and condi- 
tions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17902/March 7, 1973 


Admin. Proc. File No. 3-4194 
In the Matter of 

NORTHEAST UTILITIES 

174 Brush Hill Avenue 


Springfield, Massachusetts 01089 
(70-5315) 
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NOTICE OF PROPOSED AMENDMENT OF DECLARATION OF 
TRUST AND ORDER AUTHORIZING SOLICITATION OF 
PROXIES 


NOTICE IS HEREBY GIVEN that Northeast Utilities (‘‘North- 
east’), a registered holding company, has filed a declaration with 
this Commission pursuant to the Public Utility Holding Company 
Act of 1935 (‘‘Act’’), designating Sections 6(a), 7 and 12(e) of 
the Act and Rule 62 promulgated thereunder as applicable to the 
proposed transactions. All interested persons are referred to the 
declaration, which is summarized below, for a complete statement 
of the proposed transactions. 


Northeast proposes to amend Article 34 of its Declaration of 
Trust dealing with the indemnification of Northeast’s Trustees and 
officers, and persons who serve at the request of Northeast as di- 
rectors, officers or trustees of another organization in which 
Northeast has an interest as a shareholder or creditor. The pro- 
posed amendment would clarify and broaden the provisions of 
Article 34 to include indemnification of such persons against 
liabilities and expenses, including counsel fees reasonably incurred 
resulting from litigation or pending litigation in which any trustee 
or officer, acting as such in good faith, may be involved. North 
east states that the proposed amendment would serve to clarify 
the circumstances under which indemnification is available to 
trustees and officers; is consistent with contemporary corporat 
practice; and is in the best interests of*Northeast in helping to at 
tract and retain qualified leadership 


The proposed amendment of the Declaration of Trust wil! require 
the written consent of holders of at least 66-2/3% of Northeast’s 
outstanding common shares of capital stock; and the company 
proposes to solicit proxies from its shareholders through the use 
of solicitation material submitted herein, to be voted at the stock- 
holders annual meeting scheduled for April 24, 1973 


Expenses to be incurred in connection with the proposed trans- 
actions are estimated at $2,750, including $1,750 for counsel fees 
and $1,000 for services performed at cost by Northeast’s sub- 
sidiary service company, Northeast Utilities Service Company. The 
declaration states that no State commission and no Federal com- 
mission, other than this Commission, has jurisdiction over the pro- 
posed transactions. 


Northeast has requested that the effectiveness of its declaration 
with respect to the solicitation of consent from its shareholders 
be accelerated as provided in Rule 62. 


NOTICE IS FURTHER GIVEN that any interested person may, 
not later than April 5, 1973, request in writing that a hearing be 
held with respect to the proposed amendment to the Declaration 
of Trust, stating the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said declaration 
which he desires to controvert; or he may request that he be noti- 
fied if the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such request 
should be served personally or by mail (air mail if the person be- 
ing served is located more than 500 miles from the point of mail- 
ing} upon the declarant at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney-at-law, by certifi- 
cate) should be filed with the request. At any time after said date, 
the declaration, as filed or as it may be amended, may be per- 
mitted to become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the Com- 
mission may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to wheth- 
er a hearing is ordered will receive notice of further developments 
in this matter, including the date of the hearing (if ordered) and 
any postponements thereof. 





It appearing to the Commission that the declaration regarding the 
proposed solicitation of proxies should be permitted to become 
effective forthwith pursuant to Rule 62 


IT 1S ORDERED that the declaration regarding posed 
solicitation of proxies be, and it hereby is, permitted to become 
effective forthwith pursuant to Rule 62 and subject to the terms 


and conditions prescribed in Rule 24 under the Act 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority 


Ronald F. Hunt 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
fel. No. 17903/March 9, 1973 


Admin. Proc. File No. 3-1587 
In the Matter of 


THE ROCKY RIVER REALTY COMPANY 

THE CONNECTICUT LIGHT AND POWER COMPANY 
NORTHEAST UTILITIES SERVICE COMPANY 

Selden Street 

Berlin, Connecticut 06037 


THE HARTFORD ELECTRIC LIGHT COMPANY 
176 Cumberland Avenue 
Wethersfield, Connecticut 06109 


WESTERN MASSACHUSETTS ELECTRIC COMPANY 
174 Brush Hill Avenue 
West Springfield, Massachusetts 01089 


NORTHEAST UTILITIES 
174 Brush Hill Avenue 
West Springfield, Massachusetts 01089 


(70-4637) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF LONG- 
TERM NOTES, EXCEPTION FROM COMPETITIVE BIDDING, 
AND RELATED TRANSACTIONS 


NOTICE IS HEREBY GIVEN that Northeast Utilities (‘“North- 
east’’), a registered holding company, and five of its subsidiary 
companies have filed a seventh post-effective amendment to the 
joint application-declaration in this proceeding pursuant to the 
provisions of the Public Utility Holding Company Act of 1935 
(‘The Act"’), designating Sections 6, 7, 9, 10, 12(b) and 12(f) of 
the Act, and Rules 45 and 50(a) (5) promulgated thereunder as 
applicable to the proposed transactions. The subsidiary companies 
are The Connecticut Light and Power Company (““CL&P"’), The 
Hartford Electric Light Company (“‘HELCO”’), Western Massachu- 
setts Electric Company (“WMECO”) — all public utility com- 
panies; The Rocky River Realty Company (‘Rocky River’’), a 
non-utility company; and Northeast Utilities Service Company 
(“NUSCO”’), the service company serving the Northeast Utilities 
System. All interested persons are referred to the application- 
declaration as heretofore amended and as further amended by 
said seventh post-effective amendment, for a complete statement 
of the proposed transactions, which is summarized below. 


Rocky River, which performs various real estate functions for 
associate Companies at cost, is the owner of a tract of land of 
125.6 acres located in Berlin and Newington, Connecticut, to- 
gether with structures thereon consisting of two office buildings, 
a central warehouse, a service building and a commons building 
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(collectively referred to as the “Berlin Complex"). One of the 
office buildings is occupied by CL&P as its principal executive of- 
fice; the other office building and the balance of the Berlin Com- 
plex are occupied and used by NUSCO. All of these properties 
are covered by net leases from Rocky River to the said two asso- 
ciate companies. 


In a series of prior Orders of the Commission in this proceeding, 
Rocky River was authorized to issue and sell from time to time 
certain interim securities for the purpose of financing the costs of 
its acquisition and construction of the Berlin Complex pending 
the permanent financing thereof (see Holding Company Act Re- 
lease Nos. 16105, 16293, 16567 and 16759 dated, respectively, 


7/2/68, 2/26/69, 12/23/69 and 6/22/70. Pursuant to these author- 


izations, Rocky River issued and sold $13,500,000 face amount 


of 3-year notes to banks (‘Bank Notes’’) maturing June 30, 1973; 


and $4,900,000 face amount of 5-year subordinated notes to 
Northeast (*’5-year Notes’). Of these interim securities, 
$12,150,000 and $4,900,000, respectively, were outstanding as 
of December 31, 1972. On that date Rocky River's capitalization 
also included 3.15% and 3.75% first mortgage bonds (“Old 
Bonds’’) due 1981 and 1983, respectively, in an aggregate princi- 
pal amount of $1,905,000, held by financial institutions; and 
$1,785,000 face amount of 40-year subordinated notes plus 
$56,000 including retained earnings) of equity capital, all held by 
Northeast. 


Said prior Orders of the Commission had also granted Rocky 
River an exception from the competitive bidding requirements of 
Rule 50 under the Act, permitting it to enter into negotiations 
with institutional investors for the issuance and sale of first mort- 
gage bonds as permanent financing of the Berlin Complex. These 
negotiations were unsuccessful (HCAR No. 16567). 


In the current post-effective amendment, applicants-declarants 
now propose that Rocky River will issue and sell, at par, 
$15,000,000 principal amount of long-term notes (*’30-year 
Notes”). Rocky River will use the proceeds to repay the Bank 
Notes at maturity (estimated to total $12,015,000), to pay the 


expenses of said issuance and sale, and with the remainder, to pre- 


Pay a portion (approximately $2,900,000) of the 5-year Notes 
held by Northeast. It is further proposed that the balance of the 
5-year Notes then held by Northeast (approximately $2,900,000) 
be converted into an equal amount of new 30-year subordinated 
notes (“Subordinated Notes’’). The Old Bonds will be left out- 
standing until maturity. 


Applicants-declarants seek an exception from the competitive bid- 
ding requirements of Rule 50 under the Act, pursuant to subpara- 
graph (a)(5) of the rule, in respect of the 30-year Notes, and re- 
quest permission to enter into negotiations for the sale thereof to 
institutional investors. The 30-year Notes will mature in the year 
2003, will be severally and unconditionally guaranteed by CL&P, 
HELCO and WMECO in the proportions of 62%, 23% and 15%, 
respectively, and will be subject to a mandatory semi-annual sink- 
ing fund, commencing approximately six months after the date of 
issuance, designed to retire 100% of the issue by maturity. On 
each sinking fund date Rocky River will have the right to prepay, 
without premium, an additional principal amount of the 30-year 
Notes not exceeding the amount then required under the man- 
datory provision. In addition, Rocky River will have the option 
of prepaying the 30-year Notes at any time or from time to time, 
in whole or in part, at stated premiums; provided, that no such 
prepayment may be made prior to 1978 from, or in anticipation 
of, debt for monies borrowed by Rocky River or on its behalf by 
any associate company, at an interest cost less than that of the 
30-year Notes. 


The new Subordinated Notes to be issued to Northeast will bear 
interest at an annual rate of 1/4 of 1% above the prime rate for 
short-term loans in effect from time to time at The Connecticut 
Bank and Trust Company. It is further proposed that Rocky 

River may prepay and thereafter reissue the Subordinated Notes, 
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provided that as a result thereof Rocky River's total debt to third 
parties shall not exceed four times the sum of (a) capital stock 
and retained earnings and (b) all subordinated notes held by 
Northeast. 


It is stated that the proposed guarantees of the 30-year Notes by 
CL&P and HELCO are subject to the approval of the Public Utili- 
ties Commission of Connecticut and that the guarantee by 
WMECO is subject to approval by the Massachusetts Department 
of Public Utilities. A statement of the fees and expenses incurred 
and to be incurred in connection with the proposed transactions 
wil be supplied herein by amendment. 


NOTICE IS FURTHER GIVEN that any interested person may, 
not later than April 3, 1973, request in writing that a hearing be 
held on such matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised by said ap- 
plication-declaration as amended which he desires to controvert; 
or he may request that he be notified if the Commission should 
order a hearing thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, Washington, D.C. 
20549. A copy of such request should be served personally or by 
mail (air mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant-declarants at 
the above-stated addresses, and proof of service (by affidavit or, 
in case of an attorney-at-law, by certificate) should be filed with 
the request. At any time after said date, the joint application- 
declaration, as amended or as it may be further amended, may be 
granted and permitted to become effective as provided in Rule 
23 of the General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such other ac- 
tion as it may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive notice of 
further developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17904/March 9, 1973 


Admin. Proc. File No. 3-4143 
In the Matter of 


MICHIGAN WISCONSIN PIPELINE COMPANY 
Detroit, Michigan 


(70-5307) 


ORDER AUTHORIZING AMENDMENT OF MORTGAGE AND 
DEED OF TRUST 


Michigan Wisconsin Pipeline Company (‘‘Michigan Wisconsin”’), 

a subsidiary company of American Natural Gas Company, a regis 
tered holding company, has filed a declaration with this Commis- 
sion pursuant to Sections 6(a), 7 and 12(e) of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 62 and 65 
promulgated thereunder regarding the following proposed 
transactions. 


Michigan Wisconsin proposes to amend its Mortgage and Deed of 
Trust dated as of September 1, 1948, as heretofore supplemented 
and amended by twenty-five supplemental indentures (‘‘Indent- 
ure’) to First National City Bank of New York, as trustee. The 
proposed amendment would (a) immediately increase the aggregate 
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principal amount of bonds of all series which may at any one 

time be outstanding under and secured by the Indenture from 
$500,000,000 to $750,000,000, and (b) provide that such ag- 
gregate principal amount of bonds, which may at any one time 

be outstanding, may thereafter be increased from time to time by 
a supplemental indenture or indentures executed and delivered 

to the trustee by Michigan Wisconsin pursuant to authorization 

by its Board of Directors, without the further consent of the 
bondholders. No change is proposed in any of the other provisions 
of the Indenture relating to or restricting the issue and authentica- 
tion of bonds. 


The declaration states that the $500,000,000 limitation was 
placed in the Indenture solely for the purpose of complying with 
the laws of certain states in which Michigan Wisconsin had prop- 
erty and which required specification of the amount of bonds 
which might be outstanding under the mortgage; that in 1948, 
when the initial series of bonds was issued, the $500,000,000 
limitation seemed more than ample for any bonds to be issued in 
the then forseeable future; that due to the great expansion of the 
company during recent years requiring the construction of sub- 
stantial additional facilities and the impact of inflation on con- 
struction costs, the amount of outstanding bonds, as of Decem- 
ber 31, 1972, has reached approximately $413,000,000; and that 
the proposed amendment will permit the issuance of additional 
bonds to finance substantial future capital expenditures necessary 
for the providing of gas supplies to the company’s market area. 


It is further stated that in the opinion of counsel for Michigan 
Wisconsin, the proposed amendment will satisfy any relevant state 
law requirements related to specification of the maximum princi- 
pal amount of bonds to be issued and secured by the Indenture 
The proposed amendment of the Indenture will require the writ- 
ten consent of holders of at least 66-2/3% in principal amount of 
Michigan Wisconsin's outstanding First Mortgage Pipeline Bonds; 
and the company proposes to solicit the consent of its bond- 
holders through the use of solicitation material submitted herein. 


No State commission and no Federal commission, other than this 
Commission, has jurisdiction over the proposed transactions. The 
effectiveness of the declaration regarding the proposed solicitation 
of the bondholders’ consent was accelerated as provided in Rule 
62, by our Order dated February 6, 1973 (Holding Company Act 
Release No. 17876). 


Due notice of the filing of said declaration has been given in the 
manner prescribed in Rule 23 promulgated under the Act (Hold- 
ing Company Act Release No. 17876), and no hearing has been 
requested of or ordered by the Commission. Upon the basis of 
the facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied and 
that no adverse findings are necessary; and that it is appropriate 
in the public interest and in the interest of investors and con- 
sumers that said declaration be permitted to become effective 


IT IS ORDERED, pursuant to the applicable provisions of the 

Act and rules thereunder, that said declaration be, and it hereby 
is, permitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17905/March 7, 1973 


Admin. Proc. File No. 3-3792 





In the Matter of 


THE CONNECTICUT LIGHT AND POWER COMPANY 
Hartford, Connecticut 


THE HARTFORD ELECTRIC LIGHT COMPANY 
Hartford, Connecticut 


NORTHEAST UTILITIES SERVICE COMPANY 
Hartford, Connecticut 


(70-5220) 


MEMORANDUM OPINION AND ORDER GRANTING EXCEP- 
TION FROM COMPETITIVE BIDDING 


The Connecticut Light and Power Company (““CL&P’’) and The 
Hartford Electric Light Company (‘‘HELCO”’), each an electric 
and gas utility subsidiary company of Northeast Utilities (““North- 
east’), a registered holding company, and Northeast Utilities Ser- 
vice Company (‘““NUSCO"’), a service company subsidiary of 
Northeast, have filed an application pursuant to paragraph (a)(5) 
(C) of Rule 50 under the Public Utility Holding Company Act of 
1935 for an exception from the competitive bidding requirements 
of the Rule. ! The application relates to the proposed disposition 
of the outstanding securities of The Connecticut Gas Company 
(Conn. Gas"), a small wholly-owned subsidiary company of 
CL&P. 


We issued a notice of filing pursuant to Rule 23 2 Among other 
things, the notice afforded any interested person an opportunity 
to request a hearing, and to state the nature of his interest, the 
reasons for the request and the issues of fact or law raised by the 
application which he desires to controvert. It further stated that 
after the date specified in the notice, the application, as filed or 
amended, may be granted, or we may take such other action as 
we may deem appropriate. The Town of Wallingford (‘’Walling- 
ford”), Connecticut, filed a petition to intervene pursuant to 
Rule 9(a) of our Rules of Practice, ~ and objects to the grant of 
an unconditional exception. No hearing has been requested 


CL&P and HELCO own and operate electric utility facilities with- 
in the State of Connecticut. Each company also owns and operates 
retail gas distribution properties within the same state Conn. Gas 
is a pipeline company whose principal purpose is to purchase 
natural gas from wholesale suppliers for resale to CL&P at cost 


The gas distribution properties owned by CL&P consist of six 
operating divisions serving 37 towns with a combined area of over 
1,000 square miles. Its Central Division serves nine towns, includ- 
ing Wallingford. A small number of customers in a limited part of 
Wallingford are served by Conn. Gas. The gas service territory of 
HELCO covers about 170 square miles in six towns 


As of December 31, 1971, CL&P’s gas properties had a net book 
value of approximately $73 million; its gas revenues for the year 
then ended were about $35 million. As of the same date, the gas 
properties of HELCO had a net book value of $17.7 million, and 
1971 gas revenues amounted to approximately $8 million. The 
net book value of the Conn. Gas facilities was about $2.3 million 
as of that date. 


Northeast was organized in 1966, and pursuant to tender offers it 
acquired substantially all of the common stocks of CL&P and 
HELCO in exchange for common shares of Northeast. 4 In that 
proceeding we found that the electric properties of these com- 
panies, together with those of another electric utility company in 
adjoining Massachusetts, whose common stock Northeast was to 
acquire concurrently, constituted an integrated electric utility 
system under the standards of Section 11(b) (1) of the Act. We 
left open for later determination the status of the gas properties 
under these standards. 
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Subsequently, CL&P and HELCO announced that they would dis 
pose of all their gas properties, and a plan to that end was ap- 
proved by the board of trustees of Northeast and the boards of 
directors of CL&P and HELCO. This plan, bearing the date of 
October 26, 1971, did not include specific terms of sale to any 
particular purchaser or purchasers. For lack of such terms it was 
not the kind of plan that required our approval or that we even 
could approve under Section 11(c) or any other provision of the 
Act. It was and is no more than an outline of negotiating and 
other procedures which the companies proposed to follow in dis 
posing of the gas properties, including a proposal to invite expres 
sions of interest from potential purchasers 


During the months that followed 91 replies were received, but as 
a result of further exploration the likely number of potential pur 
chasers for various parts of the properties has been reduced to 
seven, including Wallingford. It is stated that, upon the grant of 
the exception from competitive bidding, detailed negotiations of 
terms of sale for all of the gas properties will be undertaken with 
these seven and such others as may show an active and promising 
intent to buy 


Wallingford states that its residents are presently served natural 
gas by CL&P and that it has expressed an interest in acquiring the 
gas distribution properties in its service area. It objects to the 
grant of the exception, urging us to supervise the forthcoming 
negotiations by imposing certain conditions. Specifically, it re 
quests, as two of three conditions, that CL&P supply operating 
and other data with respect to the properties within the service 
area of Wallingford, and that all bidders for the Central Divisi 

be required to break down their bids on a community-by-com 
munity basis. It states that prior efforts to secure the necessary 
information have not been productive, and it fears that the con 
templated negotiations for sale may not provide Wallingford an 
effective opportunity to submit an offer 

In rest e€, applicants state that the earlier discussions with po 
and that Walling 
ford has heretofore received the same basic information as was 
furnished to others in order to identify those with whom it might 
be fruitful to conduct detailed negotiations. It is also stated that 
a breakdown of data for each town is a burden CL&P should not 
assume at this time; and that for prospective bidders to be re 
quired to allocate their bids on the basis of a price for each prop- 
erty segment could affect the amount a bidder might offer for the 
entire Central Division as one proprietary unit. It is represented 
that, after the grant of the exception and after active negotiations 
commence, CL&P i red to furnish Wallingford financial and 
operating information relative to the gas properties within the 
corporate limits of Wal 


tential purchasers were of a preliminary nature 


pret 
aford 


An exception from competitive bidding will not obligate CL&P 
to proceed with the sale of its Conn. Gas securities 
negotiate for a sale of the assets of Conn 
such sale would not require an 


It may still 
Gas if it so decides, and 
exception under Rule 50. The ob 
ject of the exception is to permit greater flexibility in the sale of 
all the gas properties, including the CL&P distribution properties 
to which the transmission facilities of Conn. Gas are linked 


We have granted exceptions in other cases under similar circum 
stances, and we grant the application herein unconditionally be 
cause we find, in the words of paragraph (a)(5)(C) of Rule 50, 
competitive bidding is not necessary or appropriate ‘‘to assure the 
maintenance of competitive conditions’’ and the other require- 
ments of Section 12(d) of the Act. We grant the exception with 
Out deciding at this time the merits of the two conditions noted 
above. The third condition, which Wallingford requests and which 
we discuss below, is without merit 


The pending application relates to the sale of the outstanding 
securities of Conn. Gas, but Wallingford has not expressed in this 


proceeding an interest in acquiring the securities of Conn. Gas or 
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its transmission facilities. Wallingford’s primary interest is in the 

gas distribution properties of CL&P within its municipal area, but 
the sale of these properties is not suhject to Rule 50, and no ap- 
plication for their sale is presentiy before us. 


In any event the grant of an exception under Rule 50, without 
conditions, is appropriate even if we considered the pending ap- 
plication in terms of a broader range of interests which include 
all of the gas properties that are up for sale. When negotiations 
are completed and agreement for sale to one or more purchasers 
is reached, it will be necessary to secure an order authorizing such 
sale or sales pursuant to Section 12(d) and Rule 44 thereunder 

In that proceeding we shall inquire, among other things, whether 
competitive conditions have been maintained in the negotiations,6 
and to the extent relevant to its interest, Wallingford will then 
have a full and adequate opportunity to address itself to that 
question 


Under Section 12(d) we may promulgate rules regarding ‘‘mainte 
nance of competitive conditions’’ and the other matters therein 
specified. Pursuant thereto we have adopted certain rules,” but 
none defining what is adequate or necessary for the maintenance 
of competitive conditions. As a matter of administrative policy we 
have left compliance with such conditions to be determined after 
negotiations and when a specific proposal to sell is submitted to 
us. It is not consistent with this policy to supervise the negotia 
tions and to prescribe in advance, by order in a particular case, 
ground rules which a potential buyer may request. Specific re- 
quirements may vary from case to case, and what is suitable in 
one case may be insufficient, irrelevant, or even detrimental in 
another. A determination of compliance in the light of actual 
events better serves the statutory interests for which Section 
12(d) was intended 


Wallingford requests, as a third condition, that it be given the right 
of first refusal to meet the best bid received for the gas prop- 
erties it is interested in acquiring. Wallingford has not provided 
the statutory basis for this request, and we know of none. The 
request is inconsistent with its own representation that it seeks 
“an equal opportunity” to acquire the gas properties located in 
Wallingford. It is in any event, as urged by applicants, inconsistent 
with the maintenance of competitive conditions that Section 12(d) 
requires. The preference that Wallingford requests would permit 

it to preempt, as it were, the benefit of a sales agreement that 
another purchaser had labored to negotiate. It is fair to assume 
that a prospective purchaser will be deterred from negotiating if 
he is to be deprived of his bargaining efforts by a matching bid 
from Wallingford. 8 


The application filed in this proceeding and Wallingford’s inter- 
vention petition refer to the so-called 1971 ‘‘plan,’’ which is filed 
as an exhibit to the pending application, and the steps therein 
outlined regarding the procedures for negotiations and for con- 
summating the sale or sales. Nothing we have said or grant herein 
shall be considered a determination that such procedures neces- 
sarily meet the requirements of Section 12(d). Nor is our approval 
of the pending application an endorsement of a timespan of one 
to two years for completing the disposition of all the gas prop- 
erties, as estimated and represented in the 1971 plan. We shall ex- 
pect the companies to proceed with diligence and to conclude the 
divestment with minimum delay; and in the forthcoming proceed- 
ing under the applicable provisions of the Act, including Section 
12(d) and Rule 44, we shall consider the question, among others, 
whether competitive conditions have been observed in the nego- 
tiations that are to follow the grant of the exception. 


We note, finally, that the application of CL&P, which owns the 
Outstanding securities of Conn. Gas, was also filed on behalf of 
HELCO and NUSCO. HELCO owns and proposes to sell its gas 
utility properties, to which Rule 50 does not apply, while 
NUSCO, though acting as agent in connection with the sale of all 
properties, has nothing of its own to sell. Since neither HELCO 
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nor NUSCO has any proprietary interest in the securities of Conn 
Gas, they are not proper parties to the pending application under 
Rule 50. The application, insofar as it purports to be on behalf of 
HELCO and NUSCO, will be dismissed.2 


IT 1S ORDERED, accordingly, that the application for an exception 
from the competitive bidding requirements of Rule 50 with respect 
to the proposed sale of the outstanding securities of The Connecticut 
Gas Company be, and it hereby is, granted, effective forthwith; and 


IT iS FURTHER ORDERED that said application, insofar as it is 
made on behalf of The Hartford Electric Light Company and North- 
east Utilities Service Company be, and it hereby is, dismissed. 


By the Commission (Commissioners HERLONG, LOOMIS and 
EVANS). (Chairman COOK and Commissioner OWENS not par- 
ticipating.) 


Ronald F. Hunt 
Secretary 


1 The competitive bidding requirement under Rule 50 applies only 
to a sale of securities to be issued, or which are owned, by a regis- 
tered holding company or a subsidiary company thereof. Paragraph 
(a)(5) provides for several exceptions by order, including in clause 
(C) an exception premised on a determination that competitive bid- 
ding is not “‘necessary or appropriate in the public interest or for the 
protection of investors or consumers to assure the maintenance of 
competitive conditions, the receipt of adequate consideration or the 
reasonableness of any fees or commissions to be paid with respect to 
sale of securities subject to Section 12(d) of the Act.” 


2 Holding Company Act Release No. 17647 (July 13, 1972). 


3 Rule 9(a) provides that “.. . any interested State, State Commis- 
sion, municipality or other political subdivision of a State shal! be- 
come a party to any proceeding upon the filing of a written notice 
of appearance therein.’’ See also Section 19(a) of the Act 


4 Holding Company Act Release No. 15448 (April 13, 1966). The 
remaining publicly-held minority stocks were retired pursuant to a 
Section 11(e) plan which we approved. Holding Company Act Re- 
lease No. 15808 (August 7, 1967). 


5 New England Electric System. Holding Company Act Release 
Nos. 17066 (March 25, 1971) and 17371 (November 23, 1971) 


6 New England Electric System. Holding Company Act Release 
No. 17419 (December 30, 1971), p. 4 


7 See Rules 43 and 44. 


8 if Wallingford desires to brief the issue regarding its alleged right 


of first refusal, it may do so in the subsequent proceeding under Sec- 


tion 12(d) and Rule 44. See ///inois Power Company, Holding Com- 
pany Act Release No. 17137 (May 19, 1971). 


9 See Central Illinois Public Service Co. 32 SEC 202, 204, n. 4 
(1951). 
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INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7703/March 5, 1973 


TECHNICAL AMENDMENTS TO RULES 2a-1, 2a-2, 7d-1, 19a-1 
and 30d-1 UNDER THE INVESTMENT COMPANY ACT OF 1940 


TO CONFORM IN THE RULES REFERENCES TO CERTAIN 
SECTIONS OF THE ACT AS AMENDED BY THE INVESTMENT 
COMPANY AMENDMENTS ACT OF 1970 


The Securities and Exchange Commission has adopted certain 
technical amendments to its rules under the Investment Company 
Act of 1940 ("Act") (15 U.S.C. 80a-1 et. seq.) 


The Investment Company Amendments Act of 1970 (1970 
Amendments’’), Public Law 91-547, approved December 14, 1970, 
84 Stat. 1413, amended certain sections of the Act which are re 
ferred to in the rules and regulations promulgated under such Act 
The purpose of the amendments to the rules is to conform such 
rules to the changes made in the Act by the 1970 Amendments 
Adoption of the amendments is made pursuant to the authority 
granted to the Commission in Section 38(a) of the Act (15 U.S.C 
80a-37(a) ) 


Section 38(a) of the Act authorizes the Commission to make, 
issue and amend such rules as are necessary Or appropriate to the 
exercise of the powers conferred upon the Commission, including 
rules prescribing the form or forms in which information required 
in registration statements and reports shall be set forth 


The 1970 Amendments to the Act, among other things, amended 
Sections 2(a)(32) (redesignated 2(a)(33) ), 2(a)(39) (redesignated 
2(a)(41) ) and Section 19 (redesignated 19(a) and (b) ) (84 Stat 
1413, 1422). These Sections are referred to in Rules 2a-1, 2a-2, 
7d-1, 19a-1 and 30d-1 of the Rules and Regulations promulgated 
under the Investment Company Act of 1940 


Accordingly, in order to conform the language in the rules to the 
amended Sections of the Act, the Commission adopts the amend 
ments as set forth below 


Commission action: Part 270 of Chapter |! of Title 17 of the 
Code of Federal Regulations is amended as indicated below 


#270.2a-1 (Rule 2a-1) is amended by deleting (i) from subsection 
(a) after the phrases ‘from that prescribed by clause (A) of sec 
tion” and “valuation prescribed by clause (A) of section’’; and (ii) 
from subsection (b), after the phrase ‘‘method prescribed in clause 
(A) of section’; and (iii) from subsection (d) after the phrase 
“method prescribed in clause (A) of section’, respectively, the 
designation “2(a)(39)"" and by adding in lieu thereof, respectively, 
the designation *’2(a)(41).” 


8270.2a-2 (Rule 2a-2) is amended by deleting from the last sen- 
tence the designation ‘’2(a)(39)(A) ) and by adding in lieu thereof 
the designation ‘’2(a)(41)(A).” 


$270.7d-1 (Rule 7d-1) is amended by deleting from the second 
clause of subdivision (i) in subsection (b)(8), after the phrase “the 
term “value” defined in section” the designation ‘’2(a)(39)" and 
by adding in lieu thereof the designation ‘’2(a)(41).” 


8270.19a-1 (Rule 19a-1) is amended by deleting (i) from subsec- 
tion (c)(2), after the phrase ‘‘as defined in clause (A) or (B) of 
section” the designations “’2(a)(32)"’ and by adding in lieu thereof 
the designation ‘’2(a)(33)"’, and, (ii) from subsection (e), after the 
phrase “‘pursuant to section’, the designation ‘'19°’ and by adding 
in lieu thereof the phrase ‘’19(a) of the Act’’, and, (iii) from sub- 
section (f), after the phrase “‘pursuant to section’’, tive designa- 
tion “19” and by adding in lieu thereof the phrase ‘'19(a) of the 
Act”. 


$270.30d-1 (Rule 30d-1) is amended by deleting in the parenthet- 
ical clause of subsection (d)(1), after the phrase “as defined in 
section”, the designation ‘’2(a)(39)(B)" and by adding in lieu 
thereof the designation “2(a)(41)(B)”’. 
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As amended, § §270.2a-1, (b) and (d), §270.2a-2, 5270. 7d-1(b)(8) 
(i) the first two clauses of §270.19a-1(c), (e) and (f), §270.30d-1 
(d)(1) read as follows. 


1. §270.2a-1. Valuation of portfolio securities in special cases. 


(a) Any investment company whose securities are qualified for 
sale, or for whose securities application for such qualification 
has been made, in any State in which the securities owned by 
such company are required by applicable state law or regula- 
tions to be valued at cost or on some other basis different 
from that prescribed by clause (A) of section 2(a)(41) of the 
Act for the purpose of determining the percentage of its assets 
invested in any particular type or classification of securities or 
in the securities of any one issuer, may, in valuing its securi- 
ties for the purposes of Sections 5 and 12 of the Act, use the 
same basis of valuation as that used in complying with such 
State law or regulations in lieu of the method of valuation 
prescribed by clause (A) of section 2(a)(41) of the Act. 


(b) Any open-end company which has heretofore valued its 
securities at cost for the purpose of qualifying as a ‘mutual 
investment company” under the Internal Revenue Code, prior 
to its amendment by the Revenue Act of 1942, shall hence- 
forth, for the purposes of Sections 5 and 12 of the Act, value 
its securities in accordance with the method prescribed in 
clause (A) of section 2(a)(41) of the Act unless such company 
is permitted under paragraph (a) of this section to use a dif- 
ferent method of valuation 


oe.e's 


(d) If at any time it appears that the method of valuation 
adopted by any company pursuant to paragraph (a) of this 
rule is no longer justified by the facts, the Commission may 
require a change in the method of valuation within a reason- 
able period of time either to the method prescribed in clause 
(A) of section 2(a)(41) of the Act or to some other method 
permitted by paragraph (a) of this rule which is justified by 
the existing facts. 


Il. §270.2a-2. Effect of eliminations upon valuation of portfolio 
securities. 


During any fiscal quarter in which eliminations of securities 
from the portfolio of an investment company occur, the secu- 
rities remaining in the portfolio shall, for the purpose of Sec- 
tions 5 and 12 of the Act (54 Stat. 800, 808; 15 U.S.C. 
80a-5, 80a-12), be so valued as to give effect to the elimina- 
tions in accordance with one of the following methods: (a) 
specific certificate, (b) first in — first out, (c) last in — first 
out, or (d) average value. For these purposes, a single method 
of elimination shall be used consistently with respect to all 


portfolio securities. In giving effect to eliminations pursuant to 


this rule values shall be computed in accordance with section 
2(a)(41)(A) of the Act (54 Stat. 790; 15 U.S.C. 80a-2(a)(41) 
(A) ). 


Wl. §270.7d-1. Specification of conditions and arrangements for 
Canadian management investment companies requesting order per- 
mitting registration. 


(b) *** 


(8) Applicant's charter and by-laws, taken together, will con- 
tain, so long as applicant is registered under the Act, in sub- 
stance the following: 


(A) The provisions of the Act as follows: Section 2(a), 
provided, that the term ‘‘government securities’’ defined in 
section 2(a)(16) may include securities issued or guaranteed 
by Canada or any instrumentality of the government of 


be defined solely for the purposes of sections 5 and 12 in 
accordance with the provisions of §270.2a-1 (Rule 2a-1) if 
the same shall be necessary or desirable to comply with 
Canadian regulatory or revenue laws or rules or regulations 
thereunder; 


— =o 


IV. §270.19a-1. Written statement to accompany dividend pay- 
ments by management companies. 


“_* * * 


(c) Accumulated undistributed net income and accumulated 

undistributed net profits from the sale of securities or other 

properties shall be determined, at the option of the company, 
either (1) from the date of the organization of the company, 
(2) from the date of a reorganization, as defined in clause (A) 
or (B) of Section 2(a)(33) of the Act (54 Stat. 790; 15 U.S.C 
80a-2(a)(33) ), (3) from the date as of which a write-down of 
portfolio securities was made in connection with a corporate 
readjustment, approved by stockholders, of the type known as ; 
“quasi-reorganization’’, or (4) from January 1, 1925 to the 

close of the period as of which the dividend is paid, without 
giving effect to such payment. 


** 


(e) For the purpose of this rule, the source or sources from 
which a dividend is paid shall be determined (or reasonably 
estimated) to the close of the period as of which it is paid 
without giving effect to such payment. If any such estimate is 
subsequently ascertained to be inaccurate in a significant 
amount, a correction thereof shall be made by a written state- 
ment pursuant to section 19(a) of the Act or in the first re- 
port to stockholders following discovery of the inaccuracy. 


(f) Insofar as a written statement made pursuant to section 
19(a) of the Act relates to a dividend on preferred stock paid 
for a period of less than a year, a company may elect to in- 
dicate only that portion of the payment which is made from 
sources specified in subparagraph (a)(1), and need not specify 
the sources from which the remainder was paid. Every com- 
pany which in any fiscal year elects to make a statement pur- 
suant to the preceding sentence shall transmit to the holders 
of such preferred stock, at a date reasonably near the end of 
the last dividend period in such fiscal year, a statement meet- 
ing the requirements of paragraph (a) On an annual basis 
** * * 


V. §270.30d-1. Reports to stockholders of management com- 
panies. 


o 4. 2a 


(d) *** 


(1) A statement of its assets (showing its investments at 
value’, as defined in Section 2(a)(41)(B) of the Act) and its 
liabilities, and of its net assets, and the number and par value 
or stated value of the shares representing such net assets, all 
as of the end of the period for which the report is made. 


*~_* * * 


(Sec. 38(a), 54 Stat. 841, 15 U.S.C. 80a-37(a), P.L. 91-547, 84 
Stat. 1413, 1422). 


The Commission finds that notice and procedure required by Sec- 
tion 553 of Title 5 of the United States Code is not necessary 
since the amendments do not involve substantive changes in the 
rules and are merely technical in nature. Accordingly, the amend- 
ments shall become effective on March 16, 1973. 


By the Commission, 


Ronald F. Hunt 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7704/March 5, 1973 


Admin. Proc. File No. 3-4187 
in the Matter of 


AMERICAN RESEARCH AND DEVELOPMENT CORPORATION 
clo Gaston, Snow, Motley & Holt 

82 Devonshire Street 

Boston, Massachusetts 02109 

(811-517) 


NOTICE OF FILING OF APPLICATION PURSUANT TO SEC- 
TION 8(f) OF THE ACT FOR AN ORDER DECLARING THAT 
APPLICANT HAS CEASED TO BE AN INVESTMENT COM- 
PANY 


NOTICE IS HEREBY GIVEN that American Research and devel- 
opment Corporation (‘Applicant’), a Massachusetts corporation 
and a non-diversified, closed-end management investment com- 
pany registered under the Investment Company Act of 1940 
(“Act”), has filed an application pursuant to Section 8(f) of the 
Act for an order of the Commission declaring that Applicant has 
ceased to be an investment company. All interested persons are 
referred to the application on file with the Commission for a 
statement of the representations contained therein, which are 
summarized below. 


On May 17, 1972, a special meeting of stockhoiders of Appli- 
cant was held, at which shares representing more than two-thirds 
of the outstanding common stock of Applicant were voted in 
favor of a proposed merger of Applicant and Textron, Inc 
(“Textron’’), a Delaware Corporation, as a result of which merger 
Textron would be the surviving corporation, and each stock- 
holder of Applicant would receive .3 shares of Textron common 
stock for each share of Applicant. On May 18, 1972, the merger 
of Applicant and Textron was effected, thereby resulting in Ap- 
plicant’s ceasing to exist as a separate corporate entity. 


Applicant asserts that it has ceased to be an investment com- 
pany since it is no longer an independent corporate entity 


Section 8(f) of the Act provides, in pertinent part, that when- 
ever the Commission, upon application, finds that a registered 
investment company has ceased to be an investment company, 
it shall so declare by order, and upon the taking effect of such 
order the registration of such company shall cease to be in ef- 
fect. 


NOTICE IS FURTHER GIVEN that any interested person may, 
not later than March 28, 1973, at 5:30 p.m., submit to the Com- 
mission in writing a request for a hearing on the matter accom- 
panied by a statement as to the nature of his interest, the reason 
for such request, and the issues of fact or law proposed to be 
controverted, or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such request shall 

be served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of mailing) 
upon Applicant at the address stated above. Proof of such service 
(by affidavit, or in case of an attorney-at-law, by certificate) shall 
be filed contemporaneously with the request. At any time after 
said date, as provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the application 
herein may be issued by the Commission upon the basis of the 
information stated in said application, unless an order for a hear- 
ing upon said application shall be issued upon request or upon 
the Commission’s own motion. Persons who request a hearing, 

or advice as to whether a hearing is ordered, will receive notice 
of further developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7705/March 5, 1973 


Admin. Proc. File No. 3-4188 
In the Matter of 


AMERICAN ENTERPRISE DEVELOPMENT CORPORATION 
c/o Gaston, Snow, Motley & Holt 

82 Devonshire Street 

Boston, Massachusetts 02109 

(811-1543) 


NOTICE OF FILING OF APPLICATION PURSUANT TO SEC- 
TION 8(f) OF THE ACT FOR AN ORDER DECLARING THAT 
APPLICANT HAS CEASED TO BE AN INVESTMENT COM 
PANY 


NOTICE IS HEREBY GIVEN that American Enterprise Devel- 
opment Corporation (‘Applicant’), a Massachusetts corporation 
and a non-diversified, closed-end management investment com- 
pany registered under the Investment Company Act of 1940 
(“Act’’), has filed an application pursuant to Section 8(f) of the 
Act for an order of the Commission declaring that Applicant has 
ceased to be an investment company. All interested persons are 
referred to the application on file with the Commission for a 
statement of the representations contained therein, which are 
summarized below 


As of May 17, 1972, Applicant was a wholly-owned subsidiary of 
American Research and Development Corporation (‘‘Research’’), 
which was registered under the Act as a non-diversified, closed- 
end management investment company. The stockholders of Re 
search, at a special meeting held on May 17, 1972, approved a 
proposed merger of Research and Textron, Inc. (‘Textron’), a 
Delaware Corporation, as a result of which merger Textron would 
be the surviving corporation, and each stockholder of Research 
would receive .3 shares of Textron common stock for each share 
of Research. In connection with, but prior to the Research 
Textron merger, Applicant was to be merged into its parent, Re 
search, thereby ceasing to be a separate corporate entity. On May 
18, 1972, just prior to the merger of Research and Textron, Ap- 
plicant was merged into Research, and thereby ceased to be a 
separate corporate entity Research, prior to the Textron merger, 
became the surviving corporation 


Applicant asserts that it has ceased to be an investment company 
since it is no longer an independent corporate entity 


Section 8(f) of the Act provides, in pertinent part, that when 
ever the Commission, upon application, finds that a registered 
investment company has ceased to be an investment company, it 
shall so declare by order, and upon the taking effect of such 
order the registration of such company shal! cease to be in effect 


NOTICE IS FURTHER GIVEN that any interested person may, 
not later than March 28, 1973, at 5:30 p.m., submit to the Com- 
mission in writing a request for a hearing on the matter accom 
panied by a statement as to the nature of his interest, the reason 
for such request, and the issues of fact or law proposed to be 
controverted, or he may request that he be notified if the Com 
mission should order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange Com 
mission, Washington, D.C. 20549. A copy of such request shall 
be served personally or by mail (air mail if the person being 
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served is located more than 500 miles from the point of mailing) 
upon Applicant at the address stated above. Proof of such service 
(by affidavit, or in case of an attorney-at-law, by certificate) shall 
be filed contemporaneously with the request. At any time after 
said date, as provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the application 
herein may be issued by the Commission upon the basis of the 
information stated in said application, unless an order for a hear- 
ing upon said application shall be issued upon request or upon 
the Commission's own motion. Persons who request a hearing, 

or advice as to whether a hearing is ordered, will receive notice 
of further developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7706/March 5, 1973 


NOTICE OF EXTENSION OF TIME FOR COMMENT ON PRO- 
POSED RULE UNDER SECTION 17(j) OF THE INVESTMENT 
COMPANY ACT OF 1940 (15 U.S.C. §802-17(j) FILE NO 
S7-469 


NOTICE IS HEREBY GIVEN that the Securities and Exchange 
Commission has extended the period for comment on proposed 
Rule 17j-1 under the Investment Company Act of 1940, as 
amended by the Investment Company Amendments Act of 1970, 
from February 28, 1973 to March 14, 1973. Written views and 
comments should be addressed to Lewis J. Mendelson, Assistant 
Director, Division of Investment Management Regulation, Secur 
ties and Exchange Commission, Washington, D.C. 20549 on or 
before March 14, 1973. All communications on this matter should 
refer to File No. S7-469 and will be available for put nspectior 


By the Commission. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7707/March 5, 1973 


Admin. Proc. File No. 3-4192 
In the Matter of 


MCI COMMUNICATIONS CORPORATION 
1150 Seventeenth Street, N.W. 
Washington, D.C. 20036 


and 


BAKER, FENTRESS & COMPANY 
208 South LaSalle Street 

Chicago, Illinois 60604 

(812-3203) 


NOTICE OF FILING OF APPLICATION PURSUANT TO SEC- 
TION 17(b) OF THE ACT FOR AN ORDER EXEMPTING CER- 
TAIN TRANSACTIONS FROM THE PROVISIONS OF SECTION 
17(a) OF THE ACT 
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NOTICE IS HEREBY GIVEN that MC! Communications Corpo- 
ration (‘‘Micom"’), a Delaware corporation, and Baker, Fentress 
& Company (‘'B-F"), a non-diversified, closed-end management 
investment company registered under the Investment Company 
Act of 1940 (“‘Act’’), (hereinafter sometimes referred to collec- 
tively as ‘‘Applicants’’), have filed an application pursuant to Sec- 
tion 17(b) of the Act for an order of the Commission exempting 
from the provisions of Section 17(a) of the Act a proposed trans- 
action whereby B-F would transfer to Micom, stock held by B-F 
in certain Micom affiliates, together with options to purchase ad- 
ditional stock in such affiliates, and commit itself to make cer- 
tain loans to Micom, in exchange for shares of Micom stock, a 
warrant to purchase additional Micom stock, and the assumption 
by Micom of certain loan obligations of B-F, as more fully des- 
cribed below. All interested persons are referred to the applica- 
tion on file with the Commission for a statement of the repre- 
sentations contained therein, which are summarized below. 


In December of 1971, Micom and B-F were affiliated persons of 
each other since B-F then owned 6.5% of the outstanding voting 
stock of Micom, a company that had been formed to service com- 
panies that had applied, or intended to apply, for permits from 
the Federal Communications Commission (‘‘FCC"’), to operate 
common carrier communications systems providing point-to-point 
private line communication services by microwave between cer- 
tain designated major cities in the United States, but which was 
then endeavoring to acquire such companies following an FCC 
ruling in May of 1971, that permission would no longer be grant- 
ed to operate such facilities on a case-by-case basis upon a show- 
ing of public need, but, instead, qualified new common carriers 
would be permitted to serve in competition with existing com- 
mon carriers 


At the present time, seventeen corporations affiliated with Micom 


(the ‘MCI Carrie have applied to the FCC for permits and 
licenses to construct and operate microwave communication sys- 
ten ecting various points. Some applications have been 
gra i and some are still pending. 


rs the following rights and obligations with respect to the 


(i) B-F owns 4.1% of the outstanding shares of Microwave 
Communications, Inc. (‘‘Microwave’’), 22.2% of the outstanding 
shares of MCI Michigan, Inc. (‘‘Michigan’’), 6.5% of the outstand 
ing shares of Interdata Communications, Inc. (‘Interdata’’), and 
9% of the outstanding shares of MC! New England, Inc. 


(ii) B-F holds options to purchase 7,500 shares of Interdata 
at $2.30 per share, 25,000 shares of Michigan at $5.00 per share, 
and 20,000 shares of MCI Kentucky Central, Inc. (‘Kentucky 


Central’’), at $2.03 per share. 
(iii) B-F is obligated to loan $131,250 to Interdata, $344,000 
to MCI - New York West, Inc., $500,000 to Michigan, and 


$400,000 to Kentucky Central. 


B-F acquired its stock in the aforementioned corporations in 
1969 and 1970 with an aggregate investment of $400,000 


B-F and Micom have entered into an agreement dated December 
3, 1971 (the ‘““Agreement’’), pursuant to which B-F will transfer 
all of the stock that it owns in the MCI Carriers, together with 
the options that it holds to purchase additional stock in the MCI 
Carriers, and will lend (or commit itself to lend) to Micom an 
aggregate of $2,250,000. In exchange, Micom will issue 144,000 
shares of its common stock to B-F, will issue a warrant to B-F to 
purchase an additional 120,000 shares of its common stock at 
$8.33 per share, and will assume B-F’s loan commitments in the 
aggregate amount of $1,375,250, to the MCI Carriers. The closing 
of the Agreement is conditional upon the Commission's entry of 
an order exempting the transactions provided for in the Agreement 
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from the provisions contained in Section 17(a) of the Act which 
prohibit an affiliated person of a registered investment company, 
such as was Micom of B-F at the time of the Agreement, from 
purchasing property from, or borrowing from, or selling property 
to, such registered company. Under Section 17(b) of the Act, the 
Commission may exempt a proposed transaction from the provi- 
sions of Section 17(a) upon finding that the terms of the pro- 
posed transaction, including the consideration to be paid or re 
ceived, are reasonable and fair and do not involve overreaching on 
the part of any person concerned, that the proposed transaction 
is consistent with the policy of each registered investment com- 
pany concerned as recited in its registration statement and reports 
filed under the Act, and that the proposed transaction is con- 
sistent with the Act. 


In May of 1971, when the FCC ruled that it would permit quali- 
fied new common carriers in microwave communications to com- 
pete with existing services, Micom owned a majority of the voting 
shares of only one of the MCI Carriers. It now has or has agreed 
to acquire all, or the majority interests in sixteen, of the MCI 
Carriers. These interests were acquired for common stock of 
Micom and certain other consideration. Micom expects to make 
an exchange offer, to be registered under the Securities Act of 
1933, to acquire control of Microwave, the seventeenth MCI Car- 
rier. Upon completion of its acquisition program, Micom expects 
to own and operate a national microwave system which will com- 
pete directly with the private line (sometimes called ‘‘leased line’’) 
service offered by the American Telephone & Telegraph Company 
and by Western Union. 

. 
Following the FCC decision in May of 1971, Micom raised over 
$10 million by the private sale of equity securities to a limited 
group of investors. In June 1972, a public offering resulted in the 
sale of 3.3 million shares of Micom common stock at $10 per 
share or an aggregate public offering price of $3.3 million. Micom 
has also entered into bank credit agreements under which it may 
borrow up to $64 million for the purpose of constructing and 
developing the “‘MCI System”’, and certain shareholders of the 
MCI Carriers exchanging their shares for shares of Micom have 
agreed to lend Micom an aggregate of $6,450,000. The proposed 
transactions are represented to be desirable to Micom because 
they will increase Micom’s share of ownership of the MCI Car 
riers, and to be desirable to B-F because it will result in B-F’s 
having a larger interest in the entire MCI System under develop- 
ment by Micom instead of a smaller interest in Micom and also 
an interest in just four of the seventeen MCI Carriers, and be- 
cause B-F’s entire investment will be in a well capitalized, public- 
ly owned, company, the securities of which (though, in the first 
instance, unregistered and acquired for investment), will be more 
readily marketable than securities of the four individual carriers 
for which there is no market. Since June 1972, when Micom’s 
common stock was first publicly traded, its market price has 
ranged from a high of $12.75 to a low of $6.50. 


The Agreement is represented to have been negotiated at arms- 
length between William McGowan, Chairman and Chief Execu- 
tive officer of Micom, on behalf of Micom, and James Fentress, 
President of B-F, and Robert Spicer, Senior Vice-President of 
B-F, on behalf of B-F. 


The consideration to be exchanged between the parties to the 
transaction is represented to be reasonable and fair and the trans- 
action is represented to be consistent with the policies of B-F and 
with the Act. 


NOTICE IS FURTHER GIVEN that any interested person may, 
not later than March 28, 1973, at 5:30 p.m., submit to the Com- 
mission in writing a request for a hearing on this matter accom- 
panied by a statement as to the nature of his interest, the reasons 
for such request, and the issues of fact or law proposed to be 
controverted, or he may request that he be notified if the Com- 
mission shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange Com- 


mission, Washington, D.C. 20549. A copy of such request shal! be 
served personally or by mail (air mail if the person being served 
is located more than 500 miles from the point of mailing) upon 
Applicants at the addresses stated above. Proof of such service 
(by affidavit, or in case of an attorney-at-law, by certificate) shall 
be filed contemporaneously with the request. At any time after 
said date, as provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the application 
herein may be issued upon the basis of the information stated in 
said application, unless an order for a hearing upon said applica 
tion shall be issued upon request or upon the Commission's own 
motion. Persons who request a hearing or advice as to whether a 
hearing is ordered will receive notice of further developments in 
this matter, including the date of the hearing (if ordered) and any 
postponements thereof 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7708/March 7, 1973 


Admin. Proc. File No. 3-4156 


In the Matter of 


J. M. HARTWELL AND ASSOCIATES HEDGE FUND, INC. 
345 Park Avenue, 

New York, New York 10022 

(811-1821) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT DECLAR 
ING THAT COMPANY HAS CEASED TO BE AN INVESTMENT 
COMPANY 


On February 6, 1973, notice was issued (Investment Company 
Act Release No. 7662) of an application filed pursuant to Section 
8(f) of the Investment Company Act of 1940 (‘‘Act’’) for an 
order of the Commission deciaring that J. M. Hartwell and Associ 
ates Hedge Fund, Inc. (‘‘Applicant’’) has ceased to be an invest- 
ment company as defined in the Act 


The notice gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the application might 
be issued on the basis of the information stated in the applica- 
tion. No request for a hearing has been filed and the Commission 
has not ordered a hearing 


The matter having been considered, it is found that Applicant has 
ceased to be an investment company. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of J. M. Hartwell and Associates Hedge Fund, 


Inc. under the Act shall forthwith cease to be in effect 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7709/March 5, 1973 


Admin. Proc. File No. 3-4190 
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In the Matter of 


PACIFIC AMERICAN INCOME SHARES, INC. 
108 West Sixth Street 

Los Angeles, California 90014 

(812-3405) 


NOTICE OF FILING OF APPLICATION PURSUANT TO SEC- 
TION 6G(c) OF THE ACT FOR AN ORDER OF EXEMPTION 
FROM SECTIONS 15(a) AND 16(a) OF THE ACT 


NOTICE IS HEREBY GIVEN that Pacific American Income 
Shares, Inc., a diversified, closed-end management investment com- 
pany (‘‘Applicant’’), in connection with a proposed public offer 
ing of shares of its common stock, has filed an application pur 
suant to Section 6(c) of the Investment Company Act of 1940 
(the ““Act’’), for an order of exemption from Sections 15(a) and 
16(a) of the Act to the extent necessary to permit Western Asset 
Management Company to serve as investment adviser of the Ap- 
plicant pursuant to a written investment advisory contract ap- 
proved by the Applicant's Board of Directors even though such 
contract has not been approved by a vote of the stockholders of 
the Applicant, and to permit directors of Applicant to serve as 
directors without having been elected to such positions by the 
stockholders of the Applicant, such exemptions to be effective 
until the meeting of stockholders to be held within 180 days after 
the effective date of Applicant's Form S-4 Registration Statement 
filed under the Securities Act of 1933 ("1933 Act’’) 


Applicant, at present, has no stockholders but it proposes to issue 
up to 6,600,000 shares of its common stock when its 1933 Act 
Registration Statement becomes effective. Applicant also proposes 
to enter into an investment advisory agreement with Western Asset 
Management Company which will constitute that company as ad- 
viser of the Applicant. 


Section 15(a) of the Act provides, in part, that a person may not 
serve as an investment adviser of a registered investment company 
except pursuant to a written contract which has been approved 
by a vote of a majority of the outstanding voting securities of 
such registered investment company, and Section 16(a) of the 
Act provides, with limited exceptions not here relevant, that no 
person shall serve as a director of a registered investment com- 
pany unless elected to that office by the holders of the outstand- 
ing voting securities of such company. Inasmuch as the Applicant 
has no stockholders to date, the present Board of Directors of the 
Applicant has not been elected by the stockholders. 


The application states that the proposed investment advisory con- 
tract will comply with the provisions of the Act in all respects 
except as to necessary advance stockholder approval provided in 
Section 15(a) of the Act, and that the persons serving as directors 
of the Applicant will meet all of the requirements of the Act ex- 
cept the requirements of Section 16(a) that they be elected to 
that office by holders of the outstanding voting securities of the 
Applicant and that at least 2/3 of the directors in office have 
been elected by stockholders of the Applicant. 


The application also states that the entire Board of Directors will 
stand for election, and the investment advisory contract will be 
presented for approval, at a meeting of stockholders to be held 
within 180 days after the effective date of Applicant's 1933 Act 
Registration Statement, and that the prospectus to be used by 
the Applicant in connection with the sale of its shares will con- 
tain full appropriate information concerning the directors and the 
investment advisory contract. 


Applicant submits that the requested exemptions from the pro- 
visions of Sections 15(a) and 16(a) of the Act are necessary and 
appropriate in the public interest and consistent with the protec- 
tion of investors and the purposes fairly intended by the policy 
and provisions of the Act. 
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Section 6(c) of the Act authorizes the Commission to exempt any 
person, security or transaction, or any class or classes of persons, 
securities, or transactions from the provisions of the Act and 
Rules promulgated thereunder if and to the extent that such ex- 
emption is necessary or appropriate in the public interest and con- 
sistent with the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person may, 
not later than March 20, 1973 at 5:30 p.m., submit to the Com- 
mission in writing a request for a hearing on this matter accom- 
panied by a statement as to the nature of his interest, the reason 
for such request, and the issues of fact or law proposed to be 
controverted, or he may request that he be notified if the Com- 
mission shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being served 
is located more than 500 miles from the point of mailing) upon 
Applicant at the address stated above. Proof of such service (by 
affidavit, or in case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. At any time after said 
date, as provided by Rule 0-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of the application 
herein may be issued by the Commission upon the basis of the 
information stated in said application, unless an order for hearing 
upon said application shall be issued upon request or upon the 
Commission’s own motion. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered, will receive notice of 
further developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


The notice period above provided for is deemed reasonable in 
light of the nature of the application and the necessity for action 
prior to the date which has been planned for the sale of Appli- 
cant’s shares. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7710/March 7, 1973 


Admin. Proc. File No. 3-4191 
In the Matter of 


AUDAX FUND INCORPORATED 
WISCONSIN FUND, INC. 


and 


WISCONSIN INVESTMENT 
MANAGEMENT CO., INC. 
225 East Michigan Street 
Milwaukee, Wisconsin 53202 
(812-3350) 


NOTICE OF APPLICATION PURSUANT TO SECTION 6(c) OF 
THE ACT FOR ORDER EXEMPTING APPLICANTS FROM 
SECTION 22(d) OF THE ACT AND RULE 22d-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Audax Fund Incorporated and 
Wisconsin Fund, Inc. (‘‘Funds’’), both open-end diversified man- 
agement investment companies registered under the Investment 
Company Act of 1940 (‘‘Act’’), and Wisconsin Investment Man- 
agement Co., Inc. (“Management”) the principal underwriter for 
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the Funds (hereinafter collectively called ‘‘Applicants’’) have filed 
an application pursuant to Section’ 6(c) of the Act for an order of 
the Commission exempting Applicants from Section 22(d) of the 
Act and Rule 22d-1 thereunder. All interested persons are referred 
to the application, as amended, on file with the Commission for 

a statement of the representations made therein, which are sum- 
marized below. 


Section 22(d) of the Act provides, in pertinent part, that no regis- 
tered investment company or principal underwriter thereof shall 
sell any redeemable security issued by such company to any per- 
son except at a current offering price described in the prospectus. 
The prospectuses of the Funds state that a sales commission is 
included in the offering price of the shares of such Funds. 


Applicants propose to offer to persons who have caused their 
shares of either of the Funds to be redeemed the privilege of be- 
ing able to reinstate their accounts without any sales charges. In 
order to be eligible for such privilege, an investor must not pre- 
viously have exercised the privilege. Reinstatement, or the pur- 
chase of shares of a Fund pursuant to the privilege, wi!l be limited 
to not more than the amount of the redemption proceeds (or, if 
fractional shares are not purchased, to an amount necessary to 
purchase the nearest full share). A written order to purchase the 
shares must be received by the Fund or Management or be post- 
marked, within 15 days after the date the request for redemption 
was received. The reinstatement will be made at net asset value 
next determined after notice of the exercise of the privilege is 
received. Salesmen of shares of the Fund involved would receive 
no compensation of any kind in connection with the reinvest- 
ments. 


It is contemplated that Management, at its expense, wil! include 
with the redemption check mailed to a redeeming shareholder a 
statement containing information concerning the repurchase privi- 
lege. Telephone calls to redeeming shareholders are also con- 
templated. 


Applicants contend that the proposed privilege will enable invest- 
ors to be reminded of features of their investment which they may 
have overlooked, or which they may have misunderstood at the 
time they redeemed, and that in order to minimize the possibility 
of shareholder speculation on a possible short-term decline in the 
net asset value of the Fund's shares, the reinvestment privilege is 
being offered on a one-time basis and must be exercised within a 
relatively short period of time. 


Section 6(c) of the Act provides that the Commission may, upon 
application, conditionally or unconditionally exempt any person 
or transaction from any provisions of the Act if such exemption 
is necessary Or appropriate in the public interest and consistent 
with the protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person may, 
not later than March 30, 1973 at 5:30 p.m., submit to the Com- 
mission in writing a request for a hearing on the matter accom- 
panied by a statement as to the nature of his interest, the reason 
for such request, and the issues of fact or law proposed to be 
controverted, or he may request that he be notified if the Com- 
mission shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) upon Ap- 
Plicants at the address stated above. Proof of such service (by af- 
fidavit, or in case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. At any time after said 
date, as provided by Rule 0-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of the application 
herein may be issued upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as to whether a 


hearing is ordered, will receive notice of further developments in 
this matter, including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7711/March 6, 1973 


Admin. Proc. File No. 3-4195 

In the Matter of 

MASSACHUSETTS MUTUAL LIFE INSURANCE COMPANY 
and 


MASSMUTUAL CORPORATE INVESTORS, INC. 
1295 State Street 

Springfield, Massachusetts 01101 

(812-3385) 


NOTICE OF FILING OF APPLICATION FOR ORDER PUR- 
SUANT TO SECTION 17(d) OF THE ACT AND RULE 172d-1 
THEREUNDER AND PURSUANT TO SECTION 17(b) OF THE 
ACT 


NOTICE IS HEREBY GIVEN that Massachusetts Mutual Life In 
surance Company (the “Insurance Company’), and MassMutual 
Corporate Investors, Inc. (the ‘‘Fund’’), a non-diversified, closed 
end management investment company registered under the Invest- 
ment Company Act of 1940 (‘‘Act’’), (hereinafter collectively re- 
ferred to as ‘‘Applicants’’), have filed an application pursuant to 
Section 17(d) of the Act and Rule 17d-1 thereunder for an order 
of the Commission permitting Applicants to participate jointly in 
the purchase of a package of securities Consisting of a new issue 
of 8 3/4% 16-year senior notes (the ‘Senior Notes’) and 7 1/4% 
16-year convertible subordinated debentures (the ‘‘Debentures’’) 
of Aberdeen Manufacturing Corp. (‘‘Aberdeen’’), or, in the event 
the Insurance Company purchases such securities before the issu 
ance of such order, for an order pursuant to Section 17(b) of the 
Act exempting from the provisions of Section 17(a) of the Act 
the sale of one-half of such securities to the Fund. All interested 
persons are referred to the application on file with the Commis- 
sion for a statement of the representations contained therein, 
which are summarized below. 


Pursuant to an Order of the Commission issued on August 19, 
1971 (Investment Company Act Release No. 6690), the Insurance 
Company, which acts as investment adviser to the Fund, is per 
mitted to invest concurrently for its general account in each issue 
of securities purchased by the Fund at direct placement, and to 
exercise warrants, Conversion privileges, and other rights at the 
same time. This Order is subject to several conditions. One con- 
dition generally requires that purchases at direct placement of 
securities, which would be consistent with the investment policies 
of the Fund, be shared equally by the Insurance Company and 
the Fund. Another condition limits the Order to situations in 
which neither the Insurance Company nor the Fund have any 
prior interest in the issuer, in any affiliated person of the issuer, 
or in securities issued by such issuer or affiliated person, other 
than interests in all respects identical 


Applicants expect the total issue of Senior Notes to be $2,215,000 
and the total issue of Debentures to be $1,000,000. The Deben- 


tures will be convertible into Aberdeen common stock at a price 
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of $13.50 per share. (The closing price on the American Stock 
Exchange for a share of Aberdeen common stock was $11 1/8 on 
January 24, 1973.) The Insurance Company understands that 
Aberdeen is willing to sell a portion of the Senior Notes and De 
bentures to the Fund and, as the adviser for the Fund, the In 
surance Company believes that the Senior Notes would be an at 
tractive investment for the Fund. Applicants would like to invest 
concurrently in these securities, but such investment would not 
be consistent with the terms of the Order of August 19, 1971, 
because the Insurance Company already holds the following debt 
securities of Aberdeen: 5 5/8% notes due 1980 in the aggregate 
unpaid principal amount of $1,400,000; 6 1/2% promissory~ notes 
due 1982 in the aggregate unpaid principal amount of $384,000 
and 5 7/8% convertible subordinated notes due 1988 in the ag 
gregate unpaid principal amount of $400,000, which are converti 
ble into Aberdeen common stock at $16.59 per share. The In 
surance Company and Aberdeen have agreed to a consolidation 
of the indebtedness represented by the notes due in 1980 and 
1982 into a single note which will bear interest at an annual rate 
of 7 5/8%, and which will mature in 1989. Because the Fund 
owns no securities of Aberdeen, Applicants cannot comply 

the condition that they have no prior interests in an issuer oth 
than interests in all respects identical. Therefore, Applicants 
applied for an order of the Commission pursuant to Section 17 
(d) of the Act and Rule 17d-1 thereunder permitting the acquisi 
tion by each Applicant of $1,107,500 principal amount of the 
Senior Notes and $500,000 principal amount of the Debentures, 
subject to the conditions 
the Commission's Order of 


mposed on such joint 
August 19, 1971 


transactions in 


Should such an order not be issued before the issuance of the 
Senior Notes and the Debentures, the Insurance Company pro 
poses to acquire them for its general account, subject to an obli 
gation to transfer one-half of the issue to the Fund at cost, plus 
accrued interest, should such order issue within three months of 
such acquisition. Applicants seek an exemptive order pursuant to 
Section 17(b) of the Act in the event the requested order pursuant 
to Section 17(d) of the Act is not granted before acquisition of 
the Senior Notes and Debentures by the Insurance Company 
17(d) of 


any registered 


Commission under Section 
‘no affiliated person of 


Rule 17d-1 adopted by the 
the Act provides that 
investment company , acting as principal, shall participate in 
or effect any transaction in connection with, any joint enterprise 
or other joint arrangement or profit sharing plan in which any 
such registered company iS a participant, and which is entered 
into, adopted or modified subsequent to the effective date of this 
rule, unless an application regarding such joint enterprise, arrange 
ment or profit sharing plan has been filed with the Commission 
and has been granted by an order entered prior to such adop 
tion or modification.” It is also provided that in passing upon 
such application, the Commission will consider whether the par 
ticipation of such registered or controlled rompany in such joint 
enterprise, joint arrangement or profit sharing pian on the basis 
proposed is consistent with the provisions, policies and purposes 
of the Act, and the extent to which such participation is on a 
basis different from, or less advantageous than, that of other par 
ticipants. Section 17(a) of the Act, as here pertinent, prohibits 
the Insurance Company as an affiliated person of the Fund from 
selling the Fund any securities unless the Commission, upon ap 
plication pursuant to Section 17(b) of the Act, grants an exemp 
tion from the provisions of Section 17(a) of the Act upon find 
ing that the terms of the proposed transaction, including the 
consideration to be paid, are reasonable and fair and do not in- 
volve overreaching on the part of any person concerned, and that 
the proposed transaction is consistent with the policy of Fund 
and with the general purposes of the Act 


Applicants submit that the terms of such a transfer would be fair 
and reasonable and wouid not involve overreaching on the part of 
any person, and that the proposed transaction would be consis- 
tent with the policies of the Fund and the general purposes of 
the Act. 
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NOTICE IS FURTHER GIVEN that any interested person may, 
not later than March 29, 1973, at 5:30 p.m., submit to the Com 
mission in writing a request for a hearing on the matter accom- 
panied by a statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law proposed to 
be controverted, or he may request that he be notified if the 
Commission should order a hearing thereon. Any such communi- 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of mailing) 
upon Applicants at the address stated above. Proof of such service 
(by affidavit, or in case of attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. At any time after said 
jate, as provided by Rule 0-5 of the Rules and Regulations pro- 
multgated under the Act, an order disposing of the application 
herein may be issued by the Commission upon the basis of the 
information stated in said application, unless an order for hearing 
upon said application shall be issued upon request or upon the 
Commission's own motion. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered will receive notice of 
further deve'opments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


ca yn 
atu 


For the Commission, by the Division of Investrnent Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7712/March 7, 1973 
File No 


Admin. Proc 3-4196 


In the Matter of 


E. F. HUTTON TAX-EXEMPT FUND 
(ALL EXISTING AND SUBSEQUENT NATIONAL 
AND STATE SERIES) 


MICHIGAN FUND, TAX-EXEMPT MUNICIPAL 
INVESTMENT TRUST (FIRST AND SUBSEQUENT 
SERIES) 


and 


PENNSYLVANIA FUND, TAX-EXEMPT MUNICIPAL 
INVESTMENT TRUST (FIRST AND SUBSEQUENT 
SERIES) 


c/o E. F. Hutton & Company, Inc 
One Battery Park Plaza 

New York, New York 10004 
(812-3381) 


NOTICE OF FILING OF APPLICATION PURSUANT TO SEC- 
TION 6(c) OF THE ACT FOR AN ORDER GRANTING ExX- 
EMPTION FROM RULE 19b-1 UNDER THE ACT 


NOTICE IS HEREBY GIVEN that E. F. Hutton Tax-Exempt 
Fund (All Existing and Subsequent National and State Series), 
Michigan Fund, Tax-Exempt Municipal Investment Trust (First 
and Subsequent Series), and Pennsylvania Fund, Tax-Exempt 
Municipal Investment Trust (First and Subsequent Series) (the 
“Applicants’’), all unit investment trusts registered under the In- 
vestment Company Act of 1940 (the ‘“‘Act’’), have jointly filed 
an application pursuant to Section 6(c) of the Act for an order 
exempting Applicants from the provisions of Rule 19b-1 under 
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the Act. All interested persons are. referred to the application on 
file with the Commission for a statement of the representations 
contained therein, which are summarized below. 


Each of the Applicants is or will be composed of unit investment 
trusts, all of which are organized or, in the case of subsequent 
series, will be organized under the laws of the State of New York. 
E. F. Hutton & Company, Inc. acts as sponsor of E. F. Hutton 
Tax-Exempt Fund and co-sponsor of Michigan Fund, Tax-Exempt 
Municipal Investment Trust (also co-sponsored by Manley, Ben- 
nett, McDonald & Co.), and Pennsylvania Fund, Tax-Exempt 
Municipal Investment Trust (also co-sponsored by Butcher and 
Sherrerd). Each existing Series of the Applicants is governed by 
the provisions of a trust indenture and agreement (‘Indenture’) 
entered into by the sponsor or co-sponsors and United States 
Trust Company of New York as Trustee (‘Trustee’), and consists 
of a diversified portfolio of interest-bearing obligations (‘‘Bonds’’) 
issued by or on behalf of states, counties, municipalities, authori- 
ties or political subdivisions thereof, or territories or possessions 
of the United States, the interest from which, in the opinion of 
recognized bond counsel, is exempt, under existing law, from all 
applicable federa! and state income taxes. Pursuant to the terms 
of the Indenture for each Series, the sponsor or co-sponsors de- 
posit in excess of $3 million principal amount of the Bonds with 
the Trustee who, in turn, delivers to®the sponsor or co-sponsor 
registered certificates in excess of 3,000 units which represents 
the entire ownership of that particular series. Once the Bonds are 
deposited with the Trustee, they may not be pledged or in any 
way subjected to any debt by the Applicants. After such a de- 
posit is made with the Trustee for a Series, and following the ef- 
fective date of a registration statement under the Securities Act 
of 1933 for the Series, and clearance by the Blue-Sky authorities 
of the various states, the sponsor or co-sponsors offer the units 
of that Series to the public at the public offering price set forth 
in the prospectus relating to such Series, plus accrued interest. 


Certain of the Bonds may from time-to-time be sold under cir- 
cumstances set forth below or may be redeemed or may mature 
in accordance with their terms. The proceeds from such disposi- 
tions will be distributed to the unitholders and not reinvested. 
Units will remain outstanding until redeemed or until the termina- 
tion of an Indenture, which may occur by 100% agreement of the 
unitholders of the Series, or, in the event that the value of the 
Bonds falls below an amount specified for each Series either upon 
direction of the sponsors to the Trustee or by the Trustee with- 
out such direction. 


It is intended that distributions of principal and interest will be 
made to unitholders monthly, quarterly and semi-annually. Dis- 
tributions of principal constituting capital gains to unitholders 
may arise in two instances: (1) if an issuing authority calls or re- 
deems an issue held in the portfolio, the sums received by an Ap- 
plicant will be distributed to unitholders on the next distribution 
date; and (2) if units are redeemed by the Trustee and Bonds 
from the portfolio are sold to provide the funds necessary for 
such redemption, each unitholder will receive his pro rata portion 
of the proceeds from the Bonds sold. In such instances, a unit- 
holder will frequently receive in his distribution funds which con- 
stitute capital gains since, in many cases, the value of the Bonds 
redeemed or sold will have increased since the date of initial 
deposit. 


Distributions of capital gains more frequently than annually are, 
however, prohibited by Rule 19b-1(a) which provides, in part, 
that no registered investment company which is a ‘regulated in- 
vestment company”, as defined in Section 851 of the Internal 
Revenue Code of 1954, shall distribute more than one capital 
gain distribution in any one taxable year of the company, and by 
Paragraph (b) of the Rule which contains a similar prohibition for 
acompany not a “regulated investment company’, but permits a 
unit investment trust to distribute capital gain distributions re- 
ceived from a regulated investment company within a reasonable 
time after receipt. 





In support of their requested exemption from Rule 19b-1, Ap- 
plicants represent that the dangers which Rule 19b-1 is intended 
to guard against, to wit, the realization of capital gains on a fre 
quent and regular basis, will not exist in the Applicants’ situation 
since they and their sponsors have no control over the events 
which might trigger capital gains, i.e. the tendering of units for 
redemption and the prepayment of Bonds by the issuing authori 
ties. In addition, Applicants represent that the amounts involved 
in a normal distribution of principal are relatively smal! in com 
parison to the normal interest distribution, and such distributions 
are clearly indicated in accompanying reports to unitholders as a 
return of principal 


Section 6(c) of the Act provides, in part, that the Commission 
may conditionally or unconditionally exempt any person, security 
or transaction from any provisions of the Act or of any rule or 
regulation under the Act, if and to the extent such exemption is 
necessary Or appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly intended by 
the policy and provisions of the Act 


NOTICE IS FURTHER GIVEN that any interested person may, 
not later than April 2, 1973, at 5:30 p.m., submit to the Com- 
mission in writing a request for a hearing on the matter accom- 
panied by a statement as to the nature of his interest, the reason 
for such request, and the issues of fact or law proposed to be 
controverted, or he may request that he be notified if the Commis 
sion shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) upon Ap- 
plicants at the address stated above. Proof of such service (by af- 
fidavit, or in case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. At any time after said 
date, as provided by Rule 0-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of the application 
herein may be issued by the Commission upon the basis of the 
information stated in said application, unless an order for hearing 
upon said application shall be issued upon request or upon the 
Commission's own motion. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered will receive notice of furth- 
er developments in this matter, including the date of the hearing 
(if ordered) and any postponements thereof 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7713/March 8, 1973 


Admin. Proc. File No. 3-4148 
In the Matter of 


NUVEEN TAX-EXEMPT BOND FUND 
(Series 1 and Subsequent Series) 

c/o John Nuveen & Co., Incorporated 
209 South LaSalle Street 

Chicago, Illinois 60604 

(812-3358) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT GRANT- 
ING EXEMPTION FROM THE PROVISIONS OF SECTION 
19(b) AND RULE 19b-1 THEREUNDER 
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Nuveen Tax-Exempt Bond Fund (‘‘Applicant’’) has applied for an 
order pursuant to Section 6(c) of the Investment Company Act 
of 1940 (‘Act’) exempting Applicant from the provisions of Sec 
tion 19(b) of the Act and Rule 19b-1 thereunder 


On February 5, 1973, the Commission issued a notice of the filing 
of the application (Investment Company Act Release No. 7658) 
The notice gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the application 
might be issued upon the basis of the information stated in the 
application unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not ordered a 
hearing 


The matter has been considered and it is found that the granting 
of the requested exemption is necessary or appropriate in the 
public interest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions of the 
Act 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, that the 
application for exemption from the provisions of Rule 19b-1 under 
the Act be, and hereby is, granted effective forthwith 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7714/March 8, 1973 


Admin. Proc. File No. 3-4157 
In the Matter of 


AMERICAN INVESTMENT COUNSELING FUND, INC. 
615 South Flower Street 

Los Angeles, California 90017 

(811-1319) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT DECLAR- 
ING THAT COMPANY HAS CEASED TO BE AN INVESTMENT 
COMPANY 


On February 7, 1973 a notice was issued (Investment Company 
Act Release No. 7663) on an application filed pursuant to Sec- 

tion 8(f) of the Investment Company Act of 1940 (‘‘Act’’) for 

an order of the Commission declaring that American Investment 
Counseling Fund, Inc. (‘‘Applicant’’) has ceased to be an invest- 
ment company as defined in the Act. 


The notice gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the application 
might be issued on the basis of the information stated in the ap- 
plication unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found that Applicant has 
ceased to be an investment company. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, that the 
registration of American Investment Counseling Fund, Inc. under 
the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 
Ronald F. Hunt 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7715/March 8, 1973 


Admin. Proc. File No. 3-4199 
In the Matter of 


MASSACHUSETTS CAPITAL DEVELOPMENT FUND, INC. 
MASSACHUSETTS FINANCIAL DEVELOPMENT FUND, INC. 
MASSACHUSETTS iNCOME DEVELOPMENT FUND, INC. 
MASSACHUSETTS INVESTORS GROWTH STOCK FUND, INC. 
MASSACHUSETTS INVESTORS TRUST 

200 Berkeley Street 

Boston, Massachusetts 02116 

VANCE SANDERS COMMON STOCK FUND, INC. 

BOSTON FUND, INC. 

VANCE, SANDERS SPECIAL FUND, INC. 

CENTURY SHARES TRUST 

111 Devonshire Street 

Boston, Massachusetts 02109 


and 


VANCE, SANDERS & COMPANY, INC. 
111 Devonshire Street 

Boston, Massachusetts 02109 
(812-3318) 


NOTICE OF APPLICATION PURSUANT TO SECTION 6(c) OF 
THE ACT FOR AN ORDER EXEMPTING APPLICANTS FROM 
SECTION 22(d) OF THE ACT AND RULE 22d-1 THERE- 
UNDER 


NOTICE IS HEREBY GIVEN that Massachusetts Capital Devel- 
opment Fund, Inc., Massachusetts Financial Development Fund, 
Inc., Massachusetts Income Development Fund, Inc., Massachu- 
setts Investors Growth Stock Fund, Inc., and Massachusetts In- 
vestors Trust, Inc. (collectively referred to as the ‘‘Massachusetts 
Group”), Vance Sanders Common Stock Fund, Inc., Boston Fund, 
Inc., and Vance, Sanders Special Fund, Inc. (collectively referred 
to as the “Boston Group”), and Century Shares Trust ("“CST"’), 
(hereinafter referred to collectively as the ‘‘Funds’’), all of which 
are diversified, open-end management investment companies regis- 
tered under the Investment Company Act of 1940 (the “‘Act’’), 
and Vance, Sanders & Company, Inc. (‘VS’), principal under- 
writer pursuant to a special distributing agreement with each 
Fund, have filed an application pursuant to Section 6(c) of the 
Act for an order of the Commission exempting Applicants and 
certain transactions from the provisions of Section 22(d) of the 
Act and Rule 22d-1 thereunder. All interested persons are referred 
to the application on file with the Commission for a statement of 
the representations made therein which are summarized below. 


Section 22(d) of the Act provides, in pertinent part, that no regis- 
tered investment company or principal underwriter thereof shall 
sell any redeemable security issued by such company to any per- 
son except at a current public offering price described in the pro- 
spectus.' The prospectus of each of the Funds states that a sales 
commission is included in the offering price of the shares of the 
Funds. The Massachusetts Group are advised by Massachusetts 
Financial Services, Inc., the funds in the Boston Group are ad- 
vised either by VS or a subsidiary of VS, and CST is internally 
managed. 


Each of the Funds proposes to sell its shares at their net asset 
value per share, i.e. without any sales charges, to persons who 
have caused their shares of that Fund to be redeemed or repur- 
chased within the previous 15 days. 


In addition, each fund in the Massachusetts Group proposes to 
sell its shares at net asset value plus a $5 service charge to per- 
sons who have caused shares of any other Fund in the group to 
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be redeemed or repurchased within the previous fifteen days, pro- 
vided that at least 80% of the shares redeemed or repurchased 
must have been held for at least six months, and each Fund in 
the Boston Group proposes to sell its shares at net asset value 
plus a $5 service charge to persons who have caused shares of any 
other Fund in the group to be redeemed or repurchased within 
the previous fifteen days. 


In every case the amount of a sale, which is made pursuant to a 
reinvestment privilege, will not exceed the amount of the redemp- 
tion or repurchase proceeds, and a shareholder of any of the 
Funds will be permitted to exercise the aforementioned reinvest- 
ment privileges only once with respect to each Fund of which he 
s a shareholder 


The sale will be made at the net asset value per share next deter- 
mined after receipt of the order. A written order to purchase the 
shares must be received by the Funds or VS or be postmarked 
within 15 days after the date the request for redemption or re- 
purchase was received. 


The application states, among other things, that to advise investors 
of the privileges, each of the Funds may, at its expense, probably 
through the facilities of the appropriate transfer agent and prob- 
ably by a statement inserted with the redemption check, or in 
appropriate instances by telephonic communication, advise the in- 
vestor of the right to reinvest in a Fund within the Massachusetts 
Group or within the Boston Group (which may or may not be 
the Fund whose shares were redeemed) or in CST at net asset 
value plus any applicable service charge. This would be in addi- 
tion to the disclosure of the privilege in the prospectus of each 

of the Funds. 


The application also asserts that the proposed privilege will enable 
investors to be reminded of features of their investment which 
they may have overlooked or of which they may have been un- 
aware at the time they redeemed; that the privilege does not 
operate to the prejudice of the Funds or their shareholders; and 
that the one-time feature will prevent any speculation or trading 
against the Funds. 


Section 6(c) of the Act provides that the Commission, upon ap- 

plication, may conditionally or unconditionally exempt any per- 

son or transaction from any provisions of the Act if such exemp- 
tion is necessary Or appropriate in the public interest and consis- 
tent with the protection of investors and the purposes fairly in- 

tended by the policy and provisions of the Act 


NOTICE 1S FURTHER GIVEN that any interested person may, 
not later than April 2, 1973, at 5:30 p.m., submit to the Com 
mission in writing a request for a hearing on the matter accom- 
panied by a statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law proposed to 


be controverted, or he may request that he be notified if the Com- 


mission should order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request shal! be 
served personally or by mail (air mail if the person being served 

is located more than 500 miles from the point of mailing) upon 
Applicants at the addresses stated above. Proof of such service 

(by affidavit, or in case of an attorney-at-law, by certificate) shall 
be filed contemporaneously with the request. At any time after 
said date, as provided by Rule O-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the application 
herein may be issued by the Commission upon the basis of the 
nformation stated in said application, unless an order for hearing 
thereon shall be issued upon request or upon the Commission's 
own motion. Persons who request a hearing or advice as to wheth- 
er a hearing is ordered will receive notice of further developments 
n this matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment Man: 
Regulation, pursuant to delegated authority 


agement 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7716/March 8, 1973 


Admin. Proc. File No. 3-4163 


In the Matter of 


NARRAGANSETT CAPITAL CORPORATION 
40 Westminster Street 

Providence, Rhode Island 02903 

(812-3362) 


ORDER PURSUANT TO SECTIONS 17(b) AND 17(d) OF THE 
ACT AND RULE 17d-1 THEREUNDER 


On February 13, 1973 a notice was issued (Investment Company 
Act Release No. 7669) of an application by Narragansett Capital 
Corporation (‘‘Fund”’), a non-diversified, closed-end management 
investment company registered under the Investment Company 
Act of 1940 ("‘Act’’) for an order of the Commission permitting 
American Pepsi-Cola Bottlers, Inc. (“American Pepsi’’), to ex 
change one-half share of General Cinema Corporation (‘General 
Cinema’’), for each share of American Pepsi held by the Fund 
pursuant to a proposed reorganization of American Pepsi and its 
merger with GC-American Inc. ("GCA"), a wholly-owned sub 
sidiary of General Cinema, and permitting certain affiliated per 
sons of the Fund and certain affiliated persons of such persons to 
participate in the merger together with the Fund by exchanging 
shares of American Pepsi held by them for shares of General 
Cinema, and by certain of such persons entering into consulting 
and employment agreements with General Cinema 


The matter has been considered and it has been found that the 
terms of the proposed exchange by American Pepsi of one-half 
share of Generai Cinema for each share of American Pepsi held 
by the Fund are reasonable and fair and do not involve overreach 
ing on the part of any person concerned and that the proposed 
transaction is consistent with the policy of the Fund and with the 
general purposes of the Act. The participation by the Fund in the 
proposed merger in connection with the participation of certain 
affiliated persons of the Fund or affiliated persons of such per 
sons in the proposed merger as shareholders of American Pepsi, 
and the entry by certain of such persons into consulting or em 
ployment arrangements with General Cinema or American Pepsi 
has also been considered and it has been found that the participa 
tion of the Fund is consistent with the provisions, policies and 
purposes of the Act and not on a basis less advantageous to it 
than are the bases of participation of the other participants to 
such participants. Accordingly, 


IT 1S ORDERED, pursuant to Section 17(b) of the Act, that the 
proposed exchange by American Pepsi of General Cinema shares 
for American Pepsi shares held by the Fund be, and hereby is, 
exempted from the provisions of Section 17(a) of the Act, and 


IT IS FURTHER ORDERED, pursuant to Section 17(d) of the 
Act and Rule 17d-1 thereunder, that the application with respect 
to the participation in the merger by affiliated persons of the 
Fund or affiliated persons of such persons as shareholders of 
American Pepsi and as employees or consultants of American 
Pepsi and General Cinema as set forth in the application be, and 
hereby is, granted, effective forthwith 


SEC DOCKET/25 





For the Commission, by the Division of Investment Management 
Regulation pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7717/March 9, 1973 


Admin. Proc. File No. 3-4201 
In the Matter of 


LEHMAN BROTHERS INCORPORATED 
One William Street 

New York, New York 10004 

(812-3407) 


NOTICE OF FILING OF APPLICATION PURSUANT TO SEC- 
TION 6(c) FOR EXEMPTION FROM SECTION 30(f) OF THE 
ACT 


NOTICE IS HEREBY GIVEN that Lehman Brothers Incorporated 
(“Applicant’’), on behalf of itself, the other Representatives (com- 
prised of duPont Glore Forgan Incorporated, Walston & Co., Inc., 
Crowell, Weeden & Co., Mitchum, Jones & Templeton, Incorpo- 
rated, Rauscher Pierce Securities Corporation, Stern, Frank, Meyer 
& Fox, Incorporated and Sutro & Co., Incorporated) and all other 
persons who will be underwriters (‘‘Underwriters’’) of a proposed 
offering of shares of Current Income Shares, Inc. (‘Corporation’), 
a closed-end management investment company registered under 
the Investment Company Act of 1940 (‘‘Act"’), has filed an ap- 
plication pursuant to Section 6{c) of the Act for an order of the 
Commission exempting Applicant, the other Representatives and 
the Underwriters from Section 30(f) of the Act in respect of their 
transactions incidental to the distribution of the Corporation's 
shares. All interested persons are referred to the application on 
file with the Commission for a statement of the representations 
contained therein, which are summarized below. 


Shares of the Corporation are to be purchased by the Underwrit- 
ers pursuant to an Underwriting Agreement to be entered into 
between the Corporation and the Underwriters represented by 
Applicant and the other Representatives. It is intended that upon 
the effective date of the Corporation's Registration Statement 
under the Securities Act of 1933, the Corporation's shares will be 
sold to the public. 


It is possible that one or more of the Underwriters, including the 
Applicant and any of the other Representatives, may acquire, in 
accordance with the provisions of the Underwriting Agreement, 
more than 10% of the Corporation’s common stock which will be 
Outstanding at the time of the closing of the initial public offer- 
ing of the shares. Since Section 30(f) of the Act subjects every 
person who is directly or indirectly a beneficial owner of more 
than 10% of any class of outstanding securities of the Corpora- 
tion to the same duties and liabilities as those imposed by Section 
16 of the Securities Exchange Act of 1934 ("Exchange Act’’) on 
certain Owners in respect of their transactions in certain securities, 
such Underwriter or Underwriters may, accordingly, become sub- 
ject to the filing requirements of Section 16(a) of the Exchange 
Act and, upon resale of the shares purchased by them to their 
customers, become subject to the obligations imposed by Section 
16(b) of the Exchange Act. 


Rule 16b-2 under the Exchange Act exempts certain persons from 
the operation of Section 16(b) thereof. Applicants state that the 
purpose of the purchase by the Underwriters is for resale in con- 
nection with the initial distribution of shares of the Corporation. 
Such purchases will, therefore, be transactions effected in connec- 
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tion with the distribution of a substantial block of securities with- 
in the purpose and spirit of Rule 16b-2. Nevertheless, it is pos- 
sible that one or more of the Underwriters will not be entitled to 
rely upon Rule 16b-2 to exempt them from Section 16(b) of the 
Exchange Act. 


It is anticipated that the requirements of paragraphs (a)(1) and 
(2) of Rule 16b-2 will be satisfied by all of the Underwriters, 
but paragraph (a)(3) of such Rule may be construed in such a 
manner as to cause one or more of the Underwriters to fail to 
comply therewith. For example, a group of the Underwriters, 
each of whom is obligated through the Underwriting Agreement 
to purchase more than 10% of the aggregate number of shares of 
the Corporation's common stock to be outstanding after the clos- 
ing, may together purchase more than 50% of the aggregate num- 
ber of shares being offered. In this event, such arrangements might 
be characterized as not meeting the requirement of Rule 16b-2(a) 
(3) that persons not within the purview of Section 16(b) of the 
Exchange Act participate in the distribution to an extent at least 
equal to the aggregate participation of all persons exempted from 
the provisions of Section 16(b) of the Exchange Act by Rule 
16b-2. 


Moreover, this requirement of Rule 16b-2(a)(3) may not be met 
because it is possible that one or more Underwriters, even though 
they are obligated by the Underwriting Agreement to purchase 
less than 10% of the aggregate number of shares of the Corpora- 
tion's common stock to be outstanding upon completion of the 
initial public offering of the shares, may, as a consequence of de- 
faults by other Underwriters who do not purchase their respec- 
tive underwriting commitments, become obligated to purchase at 
the closing of the public offering more than 10% of the aggregate 
number of shares of the Corporation's common stock to be out- 
standing after the closing. 


In addition to purchases of shares from the Corporation and sales 
of shares to customers, there may be the usual transactions of 
purchase or sale incident to a distribution such as stabilizing pur- 
purchases to cover over-allotments or other short positions 
created in connection with such distribution and sales of shares 
purchased in stabilization. 


chases, 


The application states that there is no inside information con- 
cerning the Corporation, since the Corporation, prior to the initial 
distribution of shares, will have no assets (other than cash in the 
amount required to enable it to commence its business as an in- 
vestment company) or be engaged in business of any sort, and all 
material facts with respect to the Corporation will be set forth in 
the prospectus pursuant to which the shares will be offered and 
sold. The application further states that no partner, director or 
officer of any of the Representatives, including the Applicant, is 
a director or officer of either the Corporation or Unionamerica 
Investment Management Company, the Corporation’s investment 
adviser (the ‘‘Adviser’’), or any affiliate of the Adviser and that it 
is not anticipated that any director or officer of any other Under- 
writer will be a director or officer of the Corporation or the Ad- 
viser or any such affiliate. Applicants thus submit that the re- 
quested exemption from the provisions of Section 30(f) of the 
Act is necessary and appropriate in the public interest and con- 
sistent with the protection of investors and the purposes fairly in- 
tended by the policy and provisions of the Act. 


NOTICE 1S FURTHER GIVEN that any interested person may, 
not later than March 26, 1973, at 12:30 p.m., submit to the 
Commission in writing a request for a hearing on the matter ac- 
companied by a statement as to the nature of his interest, the 
reason for such request, and the issues of fact or law proposed to 
be controverted, or he may request that he be notified if the 
Commission shall order a hearing thereon. Any such communica- 
tion should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person being 
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served is located more than 500 miles from the point of mailing) 
upon Applicant at the address stated above. Proof of such service 
(by affidavit, or in case of an attorney-at-law, by certificate) shall 
be filed contemporaneously with the request. At any time after 
said date, as provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the application 
herein may be issued by the Commission upon the basis of the 
information stated in said application, unless an order for a hear- 
ing upon said application shall be issued upon request or upon 
the Commission's own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive notice of 
further developments in this matter, including the date of the 
hearing (if ordered) and any postponement thereof. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





LITIGATION 





Litigation Release No. 5767/March 5, 1973 


SECURITIES ACT OF 1933 
Rel. No. 5376/March 5, 1973 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10025/March 5, 1973 


Gerald E. Boltz, Administrator of the Los Angeles Regional Of- 
fice of the Securities and Exchange Commission announced that 
a complaint had been filed March 5, 1973, in the United States 
District Court for the Middle District of California seeking to en- 
join Goldstein, Samuelson, Inc., a California corporation, and 
Harold Goldstein, chairman of its board of directors, from vio- 
lating the registration and antifraud provisions of the Securities 
Act of 1933 and certain of the antifraud provisions of the Securi- 
ties Exchange Act of 1934 in connection with the offer and sale 
of certain securities. The complaint also alleges the failure of 
Goldstein, Samuelson, Inc. to register as a broker-dealer with the 
Commission in accordance with Section 15(b) of the Securities 
Exchange Act. 


The complaint describes the securities as instruments which in 
form purport to be options on commodities futures but which in 
substance obligate Goldstein, Samuelson, Inc. upon certain con- 
tingencies to pay a sum of money to investors in excess of the 
sum invested with the defendants by those investors. According 
to the complaint the promised return is calculated upon the basis 
of market price movements of certain unregulated commodities, 
but neither the ‘‘option’’ acquired nor the payment made by an 
investor has any direct relationship to any commodities futures or 
actual commodities that may be bought or sold by Goldstein 
Samuelson, Inc. Instead, the investment of all of Goldstein, Sam- 
uelson, Inc., which has no obligation to any investor to buy or 
sell commodities or commodities futures and may, if it chooses, 
devote the funds received to any unrelated purpose as it sees fit. 
The complaint further alleges that whether the promised payment 
can or will be made*to investors is dependent upon the success of 
Goldstein, Samuelson, Inc. and Harold Goldstein in the manage- 
ment of the corporate enterprise to which the investors funds has 
been committed. The complaint alleges that these instruments are 
investment contracts, evidences of indebtedness and instruments 
commonly known as a security. 


In addition to temporary and permanent injunctive relief with re 
spect to the alleged registration and antifraud violations, the com 
plaint asks that the defendants and persons affiliated with them in 


various Capacities be restrained from transfering or otherwise dis 
posing of property owned, controlled or in the possession of Gold 
stein, Samuelson, Inc. And the complaint asks the appointment 

of an equity receiver of all assets and property of Goldstein, 
Samuelson, Inc 


Litigation Release No. 5768/March 5, 1973 


The Office of the United States Attorney for the Southern Dis 
trict of New York and the Securities and Exchange Commission 
today announced that a special Federal Grand Jury sitting in the 
Southern District of New York, returned an indictment against 
Robert Persky, an attorney practicing in New York City; Philip 
Zane and Jerome E. Silverman, two certified public accountants 
practicing in New York City; Charles J. Fischer, a money-manager 
doing business in New York City, who specializes in arranging 
short-term financing for individuals and small businesses; Morton 
S. Kaplan of Miami Beach, Florida, the former president of Mi 
crothermal Applications, Inc. (‘‘Microthermal’’); and Ramon N 
D'Onofrio of New York City, a promoter who has been charged 
in the Southern District of New York with, among other things, 
jumping bail in connection with another indictment. Named as 
co-conspirators but not as defendants in this indictment, were 
John Peter Galanis, Akiyoshi Yamada, Steven Burns, and Richard 
Kirschbaum, all of whom reside in the New York City area 


The indictment charges that, in 1970, Microthermal had trans 
ferred to Takara Partners, a hedge fund located in New York, ap 
proximately $500,000 of monies raised for corporate purposes, 
in a 1969 public offering of Microthermal’s common stock, which 
funds were subsequently dissipated by Galanis and Yamada, the 
general partners of Takara Partners. Commencing in the Spring of 
1970, Galanis and Yamada participated with Kaplan, Persky, 
Zane, Silverman and Fischer in a scheme to cover up the loss of 
the $500,000 so that a Form 10-K annual report for Microther- 
mal could be filed with the Commission showing the company 
still possessed these assets 


The scheme involved obtaining evidence of the existence of 
$500,000 in negotiable certificates of deposits (CD) for the ac- 
count of Microthermal, and this was done, it is charged, by 
Fischer who induced an acquaintance of his, then employed by 
the Neuwirth Fund, a mutual fund located in New Jersey, to pur- 
chase a $500,000 CD from Franklin National Bank in New York 
and deliver the certificate to the Bank of New York in New 
York, the custodian bank for the Neuwirth Fund. Fischer simul- 
taneously falsely informed the Franklin National Bank that the 
purchaser of the CD was Microthermal rather than Neuwirth, and 
a fetter to that effect was sent by that Bank to Microthermal’s 
accountants, Zane and Silverman. According to the indictment, 
Fischer was compensated by Galanis for obtaining the CD, and 
Zane and Silverman received $5,000 compensation as an induce- 
ment to falsely certify the financial statements of Microthermal 
in order to show the $500,000 CD as a current asset. In July 
1970, Kaplan and Persky filed Microthermal’s annual report on 
Form 10-K with the Commission and included the falsely certi- 
fied financial statement. 


Subsequent to making the false filing, several of the defendants 
engaged in other deceptions to further conceal the loss of the 
$500,000 and, in that connection, Kaplan stripped Microthermal 
of its assets, reducing it to a shell corporation possessing prin- 
cipally only the purported CD. One deal was arranged whereby 
Microthermal purchased a portion of the stock of U. S. Secre- 
tarial Schools, Ltd., a private company controlled by D'Onofrio, 
in exchange for the non-existent CD. D'Onofrio, who was paid 
$50,000 to arrange the transaction, knew that Microthermal had 
no CD at the time of the closing. Later, after the Commission had 


SEC DOCKET/27 





begun its investigation, Persky and Kaplan entered into another 
transaction with Continental Engineering and Development, Inc., 
in a further effort to cover up the loss 


The indictment also charges that, during the course of the Com- 
mission's investigation, Zane and Silverman submitted false docu- 
mentation to the staff in an attempt to justify the payment to 
them by Galanis, and, in addition, Zane is charged with perjury 
during the course of his testimony before an officer of the Com- 
mission. 


Litigation Release No. 5769/March 5, 1973 


William D. Moran, Acting Regional Administrator of the New 
York Regional Office of the Securities and Exchange Commis- 
sion, announced that on February 20, 1973 Judge Charles H 
Tenney of the federal court in Manhattan filed an opinion in 

the case of Securities and Exchange Commission v. Radio Hill 
Mines Co., Ltd. holding defendant Norman Rubinson in contempt 
of court. Judge Tenney had earlier held Mr. Rubinson in contempt 
of an Order of Preliminary Injunction by virtue of Mr. Rubinson’s 
failure to submit to the New York Regional Office an opening in- 
ventory of securities he owned beneficially and certain quarterly 
reports of securities transactions in which he had a beneficial 
interest 


After Judge Tenney signed an Order of Civil Contempt on May 
22, 1972, Mr. Rubinson submitted a report (dated May 19, 1972) 
in which he claimed he was business manager for Equity Financial 
Trading Corporation. This report failed to disclose any beneficial 
interest in Equity and failed to disclose Equity’s inventory of 
securities and transactions. The Commission's staff contended, on 
the date of Mr. Rubinson's sentencing, that he had filed false re- 
ports and thus had not complied with the reporting provision of 
the Order of Preliminary Injunction. Judge Tenney directed that 
depositions be taken to determine whether or not Rubinson had 
any financial interest in Equity in the nature of its inventory and 
securities transactions. 


The depositions were taken and, together with appropriate ex- 
hibits and a Memorandum of Law, were submitted to Judge Ten- 
ney. While this proceeding was pending Mr. Rubinson submitted 
similar letters dated June 23 and July 10, 1972, covering later 
quarters. Judge Tenney’s opinion found ‘that Rubinson had a 
beneficial interest in Equity — indeed, that Rubinson was Equity”’. 
Judge Tenney also found that ‘‘there is no reasonable doubt that 
Equity was the alter ego of Rubinson and that his failure to dis- 
close the securities owned and traded by Equity was done with 
the knowledge that he enjoyed a beneficial interest in such securi- 
ties, if not their ‘ownership’ ” 


On February 23, 1973, Judge Tenney signed another Order of 
Civil Contempt and set March 9, 1973 as a date for Rubinson’s 
sentencing. 


Litigation Release No. 5770/March 5, 1973 


Gerald E. Boltz, Regional Administrator, Los Angeles Regional 
Office, Los Angeles, California, announced today that the Honor- 
able Robert J. Kelleher, Judge, U. S. District Court at Los Angeles 
at 12:30 p.m. today entered an order restraining Goldstein, Sam- 
uelson, Inc. and Harold Goldstein from the fcllowing activities: 


1. offering for sale or selling options on commodities; 


2. honoring any redemptions or liquidations of outstanding 
options on commodities; 
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3. effecting transactions in brokerage accounts maintained by 
or for the benefit of Goldstein, Samuelson, Inc.; 


4. disposing, dispensing or otherwise interfering with the busi- 
ness and assets of Goldstein, Samuelson, Inc. 


The foregoing order was entered with the consent of the de- 
fendants and is subject to modification pursuant to stipulation of 
the parties and approval of the court. 


In an earlier order of the court entered on February 27, 1973, 
Robert Komins of Los Angeles was appointed temporary receiver 
of Goldstein, Samuelson, Inc. and was authorized to take charge 
of all assets and properties of that company. Mr. Komins may be 
reached by contacting his attorney, Marsha K. McLean with the 
firm of Gibson, Dunn & Crutcher, 515 Flower Street, Los Angeles, 
California, 90071 


The temporary injunction and temporary receivership were ordered 
by the court to remain in effect until a hearing can be held on 
Thursday, March 8, 1973, at 9:30 a.m., at which time the de- 
fendants are ordered to show cause why a permanent receivership 
should not be imposed. 


In view of the pendency of an action in the State courts which 
has been stayed temporarily by Judge Kelleher’s order, the court 
has invited the Department of Corporations of the State of Cali- 
fornia and the Attorney General's office to participate in the mat- 
ter as a friend of the court. 


This action by the Commission and the California State Court 
action resulted from a joint effort by Brian Van Camp, California 
Corporations Commissioner and the Los Angeles Regional Office 
of the Commission 


Litigation Release No. 5771/March 5, 1973 


John W. Stokes, Jr., United States Attorney for the Northern Dis- 
trict of Georgia, and Jule B. Greene, Administrator of the Atlanta 
Regional Office of the Securities and Exchange Commission, to- 
day announced that on March 1, 1973, Judge Newell Edenfield 
of the United States District Court in Atlanta sentenced Robert 
S. Walker of Tampa, Florida to three years on each of twelve 
counts, to run concurrently, following his conviction for violat- 
ing the anti-fraud provisions of the Securities Act of 1933, the 
Mail Fraud Statute and conspiracy to violate these laws in con- 
nection with the sale of securities of American Capital Corpora- 
tion. Walker, along with two co-defendants, had been convicted 
on November 21, 1972, after a non-jury trial before Judge Eden- 
field in Atlanta. 


See Litigation Release No.’s 5003 and 5733 for further details. 


Litigation Release No. 5772/March 5, 1973 


Whitney North Seymour, Jr., United States Attorney for the 
Southern District of New York and the Commission's Division of 
Enforcement today announced that on February 28, 1973, Fed- 
eral District Court Judge Charles L. Brieant, Jr., sentenced Robert 
R. Hagopian, a former portfolio adviser to two mutual funds, the 
Index Fund of Boston, Inc., and the Performance Plus Fund, 
Ltd., a Canadian mutual fund, to one year in prison and fined 
him $10,000 following his guilty plea to fraud and embezzlement 
charges involving the purchase and sale of securities to these 
Funds. Following the sentence, Hagopian will be placed on proba- 
tion for five years with the special conditions that he cannot en 
gage as an officer, director, agent or other fiduciary in the dis- 
cretionary investment or management of the Funds or assets of 
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others, and shall not directly or indirectly deal in any publicly 
traded securities without the prior consent ih writing of his proba- 
tion officer. 


Hagopian had been indicted on August 7, 1972 in connection 
with charges that John Peter Galanis, a promoter, and other co- 
conspirators conspired to manipulate the prices of selected securi- 
ties through brokerage accounts controlled by Galanis with the 
ultimate purpose of selling these securities to mutual funds at 
artificially rigged prices. Hagopian, in his capacity as manager of 
the securities portfolios of two Funds, agreed to buy and sell 
these securities for the Funds at Galanis’ direction. For his co- 
operation, it is charged that Galanis paid Hagopian in excess of 
$540,000 in cash and marketable securities and Hagopian caused 
his two mutual funds to purchase $3,000,000 in securities at the 
direction of Galanis and sold securities for about $83,000 at de- 
pressed prices. The indictment charged that the prices, quantities 
of stock and the brokerage houses to be used in most of these 
Fund transactions were designated by Galanis and his associates, 
and in order to make it appear that these securities were pur- 
chased on the basis of their investment merit, Hagopian obtained 
from the other defendants in the case, false and misleading reports 
and other documentary materials and placed them in the files of 
the mutual funds’ management companies to justify the trans- 
actions 


See also Litigation Release No. 5753 for more details 


Litigation Release No. 5773/March 5, 1973 


Whitney North Seymour, Jr., United States Attorney for the 
Southern District of New York and the Commission's Division of 
Enforcement today announced that on March 2, 1973, Federal 
District Court Judge Charles L. Brieant, Jr., sentenced Stephen 
Sanders, a former portfolio adviser to three mutual funds, the 
Winfield Growth Fund, Tudor Hedge Fund and Performance Plus 
Fund, Limited of Canada, to six months and one day in prison 
following his guilty plea to charges of fraud and the receiving of 
illegal compensation in connection with his purchasing securities 
for these Funds. Following the sentence, Sanders will be placed 
on probation for five years with the special conditions that he 
cannot engage as an officer, director, agent or other fiduciary in 
the discretionary investment or management of the Funds or 
assets Of others in the United States, and shall not directly or in- 
directly deal in any publicly traded securities in the country with- 
out the prior consent in writing of his probation officer 


Sanders had been indicted on August 7, 1972 in connection with 
charges that John Peter Galanis, a promoter, and other co-con- 
spirators conspired to manipulate the prices of selected securities 
through brokerage accounts controlled by Galanis with the ulti- 
mate purpose of selling these securities to mutual funds at arti- 
ficially inflated prices. Sanders, in his capacity as manager of the 
securities portfolio of three Funds, agreed to purchase these 
securities for the Funds at Galanis’ direction. It is charged that 
for his cooperation, Galanis paid Sanders in excess of $54,000 

in cash and other compensation to induce him to purchase ap- 
proximately $3,000,000 in securities at the direction of Galanis. 
The indictment charged that the prices, quantities of stock and 
the brokerage houses to be used in most of these Fund transac- 
tions were designated by Galanis and his associates, and in order 
to make it appear that these securities were purchased on the 
basis of their investment merit, Sanders obtained from the other 
defendants in the case, false and misleading reports and other 
documentary materials and placed them in the files of the mutual 
funds’ management companies to justify the transactions 


See also Litigation Reiease No. 5753 for more details. 


Litigation Release No. 5774/March 6, 1973 


Robert F. Watson, Administrator of the Fort Worth Regional 
Office of the Securities and Exchange Commission, today an- 
nounced that on February 26, 1973 Federal District Judge D 

W. Suttle at Midiand, Texas entered an order of permanent in- 
junction by consent against Perry Frasure Hull of Winter Garden, 
Florida enjoining Hull from further violations of the registration 
and anti-fraud provisions of the federal securities laws in the offer 
and sale of South Central Industries, Inc. stock 


Hull consented to the entry of the order without admitting or 
denying the allegations in the Commission’s complaint 


For additional information see Litigation Release Nos. 5726 and 
5749. 


Litigation Release No. 5775/March 6, 1973 


Bert C. Hurn, United States Attorney for the Western District of 
Missouri, and Robert F. Watson, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Commission, 
jointly announced today that on February 13, 1973, James W. 
Brewer, of Coral Gables, Florida, pleaded guilty to criminal con- 
tempt charges in Federal District Court at Kansas City, Missouri 


The conviction was based on an information filed August 25, 
1971 charging Brewer with violating an Order of Permanent In- 
junction against him entered October 18, 1968, forbidding 
further violations of the securities registration provisions of the 
federal securities laws. 


Brewer was charged in the information with violations of the 
securities registration provisions in the offer and sale of stock of 
Continental Investment Corporation 


Federal District Judge William R. Collinson deferred sentencing 
pending a pre-sentence report 


For further details see Litigation Release No. 5182 


Litigation Release No. 5776/March 6, 1973 


Bethel Larey, United States Attorney for the Western District of 
Arkansas, and Robert F. Watson, Administrator of the Fort 
Worth Regional Office of the Securities and Exchange Commis- 
sion, jointly announced today the filing on February 16, 1973 of 
an application for an order to show cause why Frank Hunter 
Jones of E! Dorado, Arkansas should not be held in criminal 
contempt for alleged violations of orders of preliminary and 
permanent injunction previously entered by the United States 
District Court at El! Dorado, Arkansas on June 21, 1971 and 
March 29, 1972, respectively. The orders enjoined Jones from 
violating the registration and anti-fraud provisions of the federal 
securities laws in the offer and sale of fractional undivided work- 
ing interests in oil and gas leases in Arkansas, Louisiana and 
Tennessee. 


According to ihe Government's application, Jones is alleged to 
have violated the preliminary and permanent injunctions by con- 
tinuing to offer and sell fractional undivided working interests in 
certain oil and gas wells which were not registered with the 
Securities and Exchange Commission by means of false and mis- 
leading statements concerning, among other things, the return 
that an investor could expect to receive from the purchase of a 
working interest and the investment risks involved in drilling for 
oil and gas. 
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On February 23, 1973 United States District Judge Oren Harris of 
El! Dorado, Arkansas ordered Jones to appear on April 10, 1973 
and show cause why he should not be held in criminal contempt. 


For further information, see Litigation Release Nos. 5023, 5054, 
5370 and 5649. 


Litigation Release No. 5777/March 6, 1973 


William D. Moran, Acting Regional Administrator of the New 
York Regional Office of the Securities and Exchange Commis- 
sion, announced today that on February 22, 1973 the Commis- 
sion filed a Complaint in the U. S. District Court in New York 
City charging Frank And Drake, Incorporated, a broker-dealer 
located at 120 Wall Street, New York, New York, and Bernard 
M. Frank of Millburn, New Jersey, its president, with violating 
and aiding and abetting violations of the Commission's net capital 
and books and records requirements under the Securities Exchange 
Act of 1934, Sections 15(c) and 17(a) and Rules 15c3-1, 17a-3 
and 17a-4 thereunder. In its Complaint the Commission requested 
a preliminary and permanent injunction enjoining the defendants 
from further violations of these provisions. 


On the same day, the Securities Investor Protection Corporation 
(“SIPC”) filed an application alleging that Frank And Drake, 
Incorporated, has failed to meet its obligations to its customers 
and that such customers are in need of protection under the 
Securities Investor Protection Act of 1970. In its application 
S!PC requested the appointment of a trustee for the purpose of 
liquidating Frank And Drake, Incorporated. 


On February 22, 1973, upon the consent of the defendants, 
Judge Edmund L. Palmieri issued a permanent injunction enjoin- 
ing the defendants as requested by the Commission and appointed 
Daniel S. Callahan of the firm of Whitman & Ransom located at 
522 Fifth Avenue, New York, New York 10036 as SIPC trustee. 
The defendants consented to the entry of the permanent injunc- 
tion without admitting or denying the allegations in the Commis- 
sion’s Complaint. 


The National Association of Securities Dealers, Inc. of New York 


City assisted the Commission in its investigation leading to the 
filing of its Complaint and the application of SIPC. 


Litigation Release No. 5778/March 7, 1973 

William D. Moran, Acting Regional Administrator for the New 
York Office and Whitney North Seymour, Jr., United States 
Attorney for the Sourthern District of New York announced that 
a Federal Grand Jury on February 15, 1973 filed a 29 count in- 
dictment charging eleven (11) defendants with stock manipulation, 
in the common stock of Vendotronics Corporation, conspiracy, 
and making false statements and declarations before a Grand 

Jury. 

The defendants are: 

Anthony Soldano - 77-11 35th Avenue, Queens, New York 
Anthony Sano - 97-20 108th Street, Richmond Hill, New York 
Ronald Kazdin - 27000 Cedar Road, Cleveland, Ohio 

Murray Levine - 240-20 66th Avenue, Queens, New York 
Anthony DiBenedetto - 401 East 86th Street, New York, N.Y. 
Steven J. Feiffer - 


100 Edgewater Drive, Coral Cables, Florida 
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Leonard Kozman - 3715 Warrensville Center Road, Shaker 
Heights, Ohio 


Michael Gardner - 500 East 77th Street, New York, New York 


Fred Hesse - Federal Prison, Atlanta, Georgia 


Louis Kaye - 724 Bush Place, Paramus, New Jersey 


James Morse - 1405 Vegas Valley Drive, Las Vegas, Nevada 


Litigation Release No. 5779/March 7, 1973 


John |. Mayer, Administrator of the Chicago Regional Office of 
the Securities and Exchange Commission, announced that on 
February 26, 1973, upon application of the Securities Investor 
Protection Corporation, the Honorable Earl R. Larson, United 
States District Judge for the District of Minnesota, at Minneapolis, 
entered an order declaring that the customers of Teig Ross, Inc., 
a Minneapolis broker-dealer, were in need of the protection af- 
forded by the Securities Investor Protection Act of 1970, and 
appointed Lawrence Perlman, Esq., 1460 Northwestern Bank 
Building, Minneapolis, Minn. as Trustee. The defendant Teig Ross, 
Inc. consented to the appointment of the Trustee without ad- 
mitting or denying the allegations of the Securities Investor Pro- 
tection Corporation's application. Mr. Perlman had previously 
been appointed temporary receiver for Teig Ross, Inc. 


For further details, see Litigation Release No. 5756. 


Litigation Release No. 5780/March 7, 1973 


William R. Schief, Administrator of the Washington Regional 
Office of the Securities and Exchange Commission announced ° 
that on March 5, 1973 Judge Gerhard A. Gesell of the United 
States District Court for the District of Columbia entered a Final 
Judgement permanently enjoining Clifford Alton Kniffin, Great 
Bend Petroleum Associates and Colonial Gas Company, a West 
Virginia corporation, from committing further violations of Sec- 
tions 5(a), 5(c) and 17(a) of the Securities Act of 1933 and vio- 
lations of Section 10(b) of the Securities Exchange Act of 1934 
and Rule 10b-5 thereunder. The Final Judgment permanently en- 
joins the defendants from further violations of the registration 
requirements and the anti-fraud provisions of the Securities Act 
of 1933 and the Securities Exchange Act of 1934 in connection 
with offers and sales of fractional undivided working interests in 
oil and gas leases or any other securities. The Final Judgments 
were consented to by the defendants without admitting or deny- 
ing the allegations of the Commission's complaint. 


For further information see Litigation Release Numbers 5631 and 
5716. 


Litigation Release No. 5781/March 7, 1973 


The Denver Regional Office of the Securities and Exchange Com- 
mission announced today that on February 28, 1973, the Honor- 
able Aldon J. Anderson, Judge of the United States District 
Court for Utah, issued a Temporary Restraining Order against 
Hi-Planes, Ltd., a Nevada corporation, with offices in Monrovia, 
California, J. Wayne Haws of Huntington Beach, California, Irwin 
M. Haws of Farmington, Utah, Vernon M. Young of Holladay, 
Utah, James H. Hilbert of La Jolla, California, Robert Morgan of 
Claremont, California, Eddie E. Hadsell of Fort Worth, Texas, and 
Anthony Tiongson of Cerritos, California. The restraining order 
enjoins further violations of the registration and anti-fraud pro 
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isions of the Securities Act of 1933 and anti-fraud provisions of 
ne Securities Exchange Act of 1934 in connection with the offer 
nd sale of notes, investment contracts, joint venture agreements, 
vidences of indebtedness and profit-sharing agreements of Hi- 
lanes, Ltd. or any other security. The temporary restraining 

rder will expire at 4:30 p.m. on March 10, 1973, with respect 

9 defendants Morgan and Tiongson. As to the remaining de- 
endants, the order will, pursuant to consent, continue in full 
orce and effect until the court has heard and considered the 
Jaintiff’s motion for a preliminary injunction. 


jn application of the Securities and Exchange Commission, the 
‘ourt appointed Harry L. Nelson, Jr., of the law firm of Mc- 

Jonald, Halsted and Laybourne, Los Angeles, California, as re- 
eiver for the defendent Hi-Planes, Ltd., and empowered the re- 





ceiver to marshal the assets of Hi-Planes, Ltd., pending further 
consideration by the Court as to powers and duties of the receiver 
and an equitable distribution of those assets 


The Commission's complaint had alleged, among other things, 
that in connection with the offer and sale of the securities of Hi 
Planes, Ltd., written and oral statements were made that investors 
could expect interest or a return on their investments of $1,000 
at a rate of $25 per day, or approximately $100 a week. The 
complaint had further alleged that Hi-Pianes, Ltd., had been pay 
ing interest on existing debt securities from funds obtained in the 
sale of its securities to new investors. 


For further information see Litigation No. 5755 
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